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STATEMENT  OF  THE  CHAIRMAN 


November  1968. 

The  90th  Congress  has  been  a  particularly  productive  one  for  the 
Banking  and  Currency  Committee.  During  the  first  session,  117 
Senate  bills,  five  House  bills,  eight  Senate  joint  resolutions,  four  Senate 
resolutions,  one  Senate  concurrent  resolution,  and  nine  nominations 
were  referred  to  the  committee.  The  committee  reported  29  bills  and 
resolutions  to  the  Senate,  and  the  Senate  acted  favorably  on  28  of 
them.  Sixteen  of  these  measures  became  public  law.  All  nine  nomina¬ 
tions  were  reported  and  approved  by  the  Senate. 

During  the  second  session,  43  Senate  bills,  seven  House  bills,  four 
Senate  joint  resolutions,  three  Senate  resolutions,  and  25  nominations 
were  referred  to  the  committee.  Of  these  referrals,  the  committee 
reported  19  bills  and  resolutions  to  the  Senate,  which  acted  favorably 
upon  all  of  them.  Fourteen  of  these  became  public  law.  Twenty-four 
of  the  nominations  were  reported  and  approved  by  the  Senate. 

The  following  summary  of  the  activities  of  the  committee  includes 
an  account  of  the  bills,  resolutions,  and  nominations  acted  upon  by  the 
committee  through  hearings,  reports,  or  otherwise  during  this  session. 

John  Sparkman. 


* 


JURISDICTION,  PROCEDURES,  AND  POWERS 


[Extract  From  Rule  XXV  of  the  Standing  Rules  of  the  U.S.  Senate] 

STANDING  COMMITTEES 

1.  The  following  standing  committees  shall  be  appointed  at  the 
commencement  of  each  Congress,  with  leave  to  report  by  bill  or 
otherwise : 

He  4c  *  *  ♦  ♦  ♦ 

(e)  Committee  on  Banking  and  Currency,  to  consist  of  14 *  1  Senators, 
to  which  committee  shall  be  referred  all  proposed  legislation,  messages, 
petitions,  memorials,  and  other  matters  relating  to  the  following 
subjects: 

1.  Banking  and  currency  generally. 

2.  Financial  aid  to  commerce  and  industry,  other  than  mat¬ 
ters  relating  to  such  aid  which  are  specifically  assigned  to  other 

committees  under  this  rule. 

3.  Deposit  insurance. 

4.  Public  and  private  housing. 

5.  Federal  Reserve  System. 

6.  Gold  and  silver,  including  the  coinage  thereof. 

7.  Issuance  of  notes  and  redemption  thereof. 

8.  Valuation  and  revaluation  of  the  dollar. 

9.  Control  of  prices  of  commodities,  rents,  or  services.2 3 4 5 6 7 8 9 10 11 

*  *  *  *  *  *  * 

2.  The  said  committees  shall  continue  and  have  the  power  to  act 
until  their  successors  are  appointed. 

3.  (a)  Except  as  provided  in  paragraph  (b)  of  this  subsection,  each 
standing  committee,  and  each  subcommittee  of  any  such  committee, 
is  authorized  to  fix  the  number  of  its  members  (but  not  less  than 
one-third  of  its  entire  membership)  who  shall  constitute  a  quorum 
thereof  for  the  transaction  of  such  business  as  may  be  considered  by 
said  committee,  subject  to  the  provisions  of  section  133(d)  of  the  Legis¬ 
lative  Reorganization  Act  of  1946. 

1  Number  changed  from  13  to  15,  S.  Jour.  56-57, 83-1,  Jan.  9, 1953;  number  changed  from  15  to  14,  S.  Jour. 
44,  89-1,  Jan.  8,  1965. 

2  By  S.  Res.  206,  agreed  to  Mar.  15, 1968,  and  S.  Res.  209,  agreed  to  Mar.  15, 1968,  the  Committee  on  Banking 
and  Currency  or  any  duly  authorized  subcommittee  thereof  was  authorized,  under  secs.  134(a)  and  136  of 
the  Legislative  Reorganization  Act  of  1946,  as  amended,  and  in  accordance  with  the  committee’s  jurisdiction 
as  specified  by  rule  XXV,  to  examine,  investigate,  and  make  a  complete  study  of  any  and  all  matters  per¬ 
taining  to — 

(1)  banking  and  currency  generally; 

(2)  financial  aid  to  commerce  and  industry; 

(3)  deposit  insurance; 

(4)  the  Federal  Reserve  System,  including  monetary  and  credit  policies; 

(5)  economic  stabilization,  production,  and  mobilization; 

(6)  valuation  and  revaluation  of  the  dollar; 

(7)  prices  of  commodities,  rents,  and  services; 

(8)  securities  and  exchange  regulation; 

(9)  credit  problems  of  small  business;  and 

(10)  international  finance  through  agencies  within  the  legislative  jurisdiction  of  the  committee  [S. 

Res.  209];  and 

(11)  public  and  private  housing  [S.  Res.  206]. 


(1) 
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(b)  Each  standing  committee,  and  each  subcommittee  of  any  such 
committee,  is  authorized  to  fix  a  lesser  number  than  one-third  of  its 
entire  membership  who  shall  constitute  a  quorum  thereof  for  the 
purpose  of  taking  sworn  testimony. 

*  *  *  *  *  *  * 

5. 3  No  standing  committee  shall  sit  without  special  leave  while  the 
Senate  is  in  session  after  (1)  the  conclusion  of  the  morning  hour,  or 
(2)  the  Senate  has  proceeded  to  the  consideration  of  unfinished  busi¬ 
ness,  pending  business,  or  any  other  business  except  private  bills  and 
the  routine  morning  business,  whichever  is  earlier. 


Extracts  From  Rulemaking  Provisions  of  the  Legislative  Reorganization  Act 

of  1946] 

COMMITTEE  PROCEDURE 

Sec.  133.  (a)  Each  standing  committee  of  the  Senate  and  the  House 
of  Representatives  (except  the  Committees  on  Appropriations)  shall 
fix  regular  weekly,  biweekly,  or  monthly  meeting  days  for  the  trans¬ 
action  of  business  before  the  committee,  and  additional  meetings  may 
be  called  by  the  chairman  as  he  may  deem  necessary. 

(b)  Each  such  committee  shall  keep  a  complete  record  of  all  com¬ 
mittee  action.  Such  record  shall  include  a  record  of  the  votes  on  any 
question  on  which  a  record  vote  is  demanded. 

(c)  It  shall  be  the  duty  of  the  chairman  of  each  such  committee 
to  report  or  cause  to  be  reported  promptly  to  the  Senate  or  House  of 
Representatives,  as  the  case  may  be,  any  measure  approved  by  his 
committee,  and  to  take  or  cause  to  be  taken  necessary  steps  to  bring 
the  matter  to  a  vote. 

(d)  No  measure  or  recommendation  shall  be  reported  from  any 
such  committee  unless  a  majority  of  the  committee  were  actually 
present. 

(e)  Each  such  standing  committee  shall,  so  far  as  practicable, 
require  all  witnesses  appearing  before  it  to  file  in  advance  written 
statements  of  their  proposed  testimony,  and  to  limit  their  oral  pres¬ 
entations  to  brief  summaries  of  their  argument.  The  staff  of  each 
committee  shall  prepare  digests  of  such  statements  for  the  use  of 
committee  members. 

(f)  All  hearings  conducted  by  standing  committees  or  their  sub¬ 
committees  shall  be  open  to  the  public,  except  executive  sessions  for 
marking  up  bills  or  for  voting  or  where  the  committee  by  a  majority 
vote  orders  an  executive  session. 

COMMITTEE  POWERS 

Sec.  134.  (a)  Each  standing  committee  of  the  Senate,  including  any 
subcommittee  of  any  such  committee,  is  authorized  to  hold  such  hear¬ 
ings,  to  sit  and  act  at  such  times  and  places  during  the  sessions, 
recesses,  and  adjourned  periods  of  the  Senate,  to  require  by  subpena 
or  otherwise  the  attendance  of  such  witnesses  and  the  production  of 

3  As  amended,  S.  Jour.  49,  88-2,  Jan.  30,  1964.  By  the  same  action  the  Senate  provided  that  section  134(c) 
of  the  Legislative  Reorganization  Act,  relating  to  the  same  subject,  would  no  longer  be  applicable  to  the 
Senate. 
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such  correspondence,  books,  papers,  and  documents,  to  take  such 
testimony  and  to  make  such  expenditures  (not  in  excess  of  $10,000 
for  each  committee  during  any  Congress)  as  it  deems  advisable.  Each 
such  committee  may  make  investigations  into  any  matter  within  its 
jurisdiction,  may  report  such  hearings  as  may  be  had  by  it,  and  may 
employ  stenographic  assistance  at  a  cost  not  exceeding  $1.75  per  page. 
The  expenses  of  the  committee  shall  be  paid  from  the  contingent  fund 
of  the  Senate  upon  vouchers  approved  by  the  chairman. 

j)c  *  sfc  *  sfc  s|e  % 

LEGISLATIVE  OVERSIGHT  BY  STANDING  COMMITTEES 

Sec.  136.  To  assist  the  Congress  in  appraising  the  administration 
of  the  laws  and  in  developing  such  amendments  or  related  legislation 
as  it  may  deem  necessary,  each  standing  committee  of  the  Senate  and 
the  House  of  Representatives  shall  exercise  continuous  watchfulness 
of  the  execution  by  the  administrative  agencies  concerned  of  any  laws, 
the  subject  matter  of  which  is  within  the  jurisdiction  of  such  commit¬ 
tee;  and,  for  that  purpose,  shall  study  all  pertinent  reports  and  data 
submitted  to  the  Congress  by  the  agencies  in  the  executive  branch  of 
the  Government. 

RULES  OF  THE  COMMITTEE  ON  BANKING  AND  CURRENCY 

(Agreed  to  January  14,  1955) 

1.  A  subcommittee  of  the  committee  may  be  authorized  only  by  the 
action  of  a  majority  of  the  full  committee. 

2.  Unless  the  committee  otherwise  provides,  one  member  shall  con¬ 
stitute  a  quorum  for  the  receipt  of  evidence,  the  swearing  of  witnesses 
and  the  taking  of  testimony,  and  the  chairman  of  the  committee  or 
subcommittee  may  issue  subpenas. 

3.  No  investigation  shall  be  initiated  unless  the  Senate  or  the  full 
committee  has  specifically  authorized  such  investigation. 

4.  No  hearing  of  the  committee  or  a  subcommittee  shall  be  sched¬ 
uled  outside  of  the  District  of  Columbia  except  by  the  majority  vote 
of  the  committee  or  subcommittee. 

5.  No  confidential  testimony  taken  or  confidential  material  pre¬ 
sented  at  an  executive  hearing  of  the  committee  or  a  subcommittee 
or  any  report  of  the  proceedings  of  such  an  executive  hearing  shall  be 
made  public,  either  in  whole  or  in  part  or  by  way  of  summary,  unless 
authorized  by  the  committee  or  subcommittee. 

6.  Any  witness  subpenaed  to  a  public  or  executive  hearing  may  be 
accompanied  by  counsel  of  his  own  choosing  who  shall  be  permitted, 
while  the  witness  is  testifying,  to  advise  him  of  his  legal  rights. 

7.  If  the  committee  or  a  subcommittee  is  unable  to  meet  because  of 
the  failure  or  inability  of  its  chairman  to  call  a  meeting,  or  for  any 
other  reason,  the  next  senior  majority  member  of  the  committee  or 
the  subcommittee,  who  is  able  to  act,  shall  call  a  meeting  of  the  com¬ 
mittee  or  the  subcommittee  within  15  days  after  the  receipt  by  the 
Secretary  of  the  Senate  of  a  written  request,  stating  the  purpose  of 
such  a  meeting,  from  a  majority  of  the  members  of  the  committee  or 
the  subcommittee. 

8.  Committee  or  subcommittee  interrogation  of  witnesses  shall  be 
conducted  only  by  members  and  staff  personnel  authorized  by  the 
chairman  of  the  committee  or  subcommittee  concerned. 


ACTION  ON  BILLS  AND  RESOLUTIONS  CONSIDERED  BY  SENATE 
BANKING  AND  CURRENCY  COMMITTEE,  90th  CONG.,  2d  SESS. 


Number 


Description 


S.  Rept.  Final  action 

No. 


S.  Con.  Res.  33 . Authorizing  the  Joint  Economic  Committee  to  study 

programs  for  balanced  economic  development. 

S.  1542 1 . Savings  and  Loan  Holding  Company  Act  Amend¬ 

ments  of  1967. 


S.  1155 1 .  Export-Import  Bank  Act  Amendments  of  1967 . 

H  R814743 2 . {Removal  of  gold  reserve  requirements . 

H.R.  10477 . VA  and  FHA  housing  amendments . . 

H.R.  15344 . Direct  purchase  authority  of  Treasury  obligations.. 

S.  19091 . Medal  commemorating  100th  anniversary  of  com¬ 

pletion  of  1st  transcontinental  railroad. 

HJJ  fas  *1234* . }Walt  Disney  Gold  Medal . — . 


S.  510i.. . Full  disclosure  of  corporate  equity  ownership  and  in 

corporate  takeover  bids. 

S.  5i . .  Truth  in  lending,  1967.. . . . . . 

S.  3218 . 1  Extending  authority  of  Export-Import  Bank  in  order 

H.R.  16162 2 _ I  to  improve  the  balance  of  payments. 

S.  3497.. . Housing  and  Urban  Development  Act  of  1968 . 

H.R.  6157 . Payroll  savings  deductions  for  Federal  employees... 

S.J.  Res.  160 .  Effect  of  institutional  investors  on  the  securities 


market. 


H.R.  15345 . Bank  Protection  Act. . 

S.  1299 .  Extension  of  margin  requirements  to  over-the- 

counter  securities. 

H.R.  14907 . Federal  Credit  Union  Act  amendments . 

H.R.  17268 . Extension  of  Defense  Production  Act . 

S.  3133 . . Regulation  of  maximum  rates  of  interest  paid  on 

time  and  savings  deposits. 

S.  3724 . .  Investment  Company  Amendments  Act  of  1968 _ 

S.  3671 _ Dartmouth  College  Medal.. . . . 

S.  356 .  Michigan  National  Bank  branch  offices . 


{Memphis  Sesquicentennial  Medals 


950  Passed  Senate,  Jan.  25,  1968. 

354  Public  Law  90-255. 

493  Public  Law  90-267. 

1007  Public  Law  90-269. 

1090  Public  Law  90-301. 

1091  Public  Law  90-300. 

404  Public  Law  90-303. 


541  Public  Law  90-316. 

550  Public  Law  90-439. 

392  Public  Law  90-321. 

1100  Public  Law  90-390. 

1123  Public  Law  90-448. 

1228  Public  Law  90-365. 

1237  Public  Law  90-438. 

1263  Public  Law  90-389. 

1264  Public  Law  90-437. 

1265  Public  Law  90-375. 

1322  Public  Law  90-370. 

1343  Public  Law  90-505. 

1351  Passed  Senate,  July  26, 1968. 
1359  Public  Law  90-528. 

1374  Passed  Senate,  July  11, 1968. 

1615  Public  Law  90-600. 


1  Reported  and  passed  Senate,  1st  sess. 

2  Became  law. 
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NOMINATIONS,  90th  CONG.,  2d  SESS 


Date 


Name  and  office 


Committee  action  Reported  in  Confirmed 

Senate 


Jan.  18,1968 

Jan.  18,1968 
May  2, 1968 

May  6, 1968 

June  28, 1968 
July  19,1968 

Aug.  2,1968 

Sept.  11,1968 
Sept.  11,1968 


Sept.  16, 1968 


Oct.  11,1968 


William  W.  Sherrill,  of  Texas,  to  be  a  member 
of  the  Board  of  Governors  of  the  federal 
Reserve  System  for  a  term  of  14  years  from 
Feb.  1, 1968.  (Reappointment.) 

Merton  J.  Peck,  of  Connecticut,  to  be  a  mem¬ 
ber  of  the  Council  of  Economic  Advisers. 

Warren  L.  Smith,  of  Michigan,  to  be  a  member 
of  the  Council  of  Economic  Advisers  vice 
James  S.  Duesenberry. 

Manuel  Frederick  Cohen,  of  Maryland,  to  be  a 
member  of  the  Securities  and  Exchange 
Commission  for  the  term  of  5  years  expiring 
June  5, 1973.  (Reappointment.) 

Howard  J.  Samuels,  of  New  York,  to  be  Ad¬ 
ministrator  of  the  Small  Business  Adminis¬ 
tration  vice  Robert  C.  Moot. 

Irvine  H.  Sprague,  of  California,  to  be  a  mem¬ 
ber  of  the  Board  of  Directors  of  the  Federal 
Deposit  Insurance  Corporation  for  a  term  of 
6  years  vice  William  W.  Sherrill,  resigned. 

Raymond  H.  Lapin  of  California  to  be  Presi¬ 
dent  of  the  Federal  National  Mortgage  As¬ 
sociation. 

Paul  L.  Sitton  to  be  Urban  Mass  Transporta¬ 
tion  Administrator. 

The  following-named  persons  to  be  incorpo¬ 
rators  of  the  corporation  authorized  by  sec. 
902(a)  of  the  Housing  and  Urban  Develop¬ 
ment  Act  of  1968: 

Ernest  C.  Arbuckle,  of  California.. . 

Edward  J.  Daly,  of  California . . 

Edwin  D.  Etherington,  of  New  Jersey _ 

Edgar  F.  Kaiser,  of  California . 

James  J.  Ling,  of  Texas . . 

John  L.  Loeb,  of  New  York.. . 

Everett  Mattson,  of  Texas _ _ 

George  Meany,  of  Maryland. . 

David  Rockefeller,  of  New  York _ 

John  H.  Wheeler,  of  North  Carolina . 

The  following-named  persons  to  be  incorpo¬ 
rators  of  the  Corporation  authorized  by  sec. 
902(a)  of  the  Housing  and  Urban  Develop¬ 
ment  Act  of  1968: 

Donald  C.  Burnham,  of  Pennsylvania _ 

Gilbert  W.  Fitzhugh,  of  New  York . 

William  A.  Hewitt,  of  Illinois . 

Andre  Meyer,  of  New  York . 

Stuart  T.  Saunders,  of  Pennsylvania . 

Leon  N.  Weiner,  of  Pennsylvania.. . 

Walter  B.  Lewis,  of  the  District  of  Columbia, 
to  be  an  Assistant  Secretary  of  Housing  and 
Urban  Development.  (New  position.) 


Jan.  22,  1968.— Ordered 
favorably  reported. 


Feb.  5,  1968.— Ordered 
favorably  reported. 

June  11,  1968.— Ordered 
favorably  reported. 

May  16,  1968.— Ordered 
favorably  reported. 


July  16,  1968.— Ordered 
favorably  reported. 

July  26,  1968.— Ordered 
favorably  reported. 


Sept.  5  1968.— Ordered 
favorably  reported. 

Sept.  11  1968.— Ordered 
favorably  reported. 


Sept.  23, 1968.— Ordered 
favorably  reported. 


Sept.  23, 1968.— Ordered 
favorably  reported. 


Jan.  22,1968  Jan.  23,1968 

Feb.  5,1968  Feb.  6,1968 
June  12,1968  June  17,1968 

May  20,1968  May  21,1968 

July  18,1968  July  19,1968 
July  26,1968  July  30,1968 

Sept.  5,1968  Sept.  5,1968 
Sept.  11,1968  Sept.  12,1968 


Sept.  23, 1968  Sept.  25, 1968 


Sept.  23, 1968  Sept.  25, 1968 


(5) 


HOUSING 


HOUSING  AND  URBAN  DEVELOPMENT  ACT  OF  1968 

[S.  3497] 

[Public  Law  90-448,  approved  Aug.  1,  1968] 

To  assist  in  the  provision  of  housing  for  low-  and  moderate-income  families  and 

to  extend  and  amend  laws  relating  to  housing  and  urban  development 

On  March  5-7,  11-15,  18-22,  1968,  the  Housing  and  Urban  Affairs 
Subcommittee  held  open  hearings  to  consider  some  27  bills  1  relating 
to  the  various  housing  programs  and  other  Housing  and  Urban  De¬ 
velopment  matters.  Following  these  hearings,  the  committee  met  in 
executive  session  on  April  8-10,  18,  and  23-25  to  consider  all  bills, 
amendments,  and  other  proposals  pending  before  the  committee. 
Subsequently,  Senator  Sparkman  reported  a  committee  bill,  S.  3497, 
on  May  15,  1968  (S.  Rept.  1123).  On  May  23,  24,  and  27,  S.  3497  was 
considered  and  amended  and  was  passed  by  the  Senate  on  May  28  and 
the  measure  was  referred  to  the  Banking  and  Currency  Committee  of 
the  House  of  Representatives  on  May  29. 

On  June  25,  1968,  the  House  committee  reported  a  committee  bill, 
H.R.  17989  (H.  Rept.  1585).  H.R.  17989  was  then  considered,  amend¬ 
ed,  and  passed  by  the  House  on  July  10,  1968,  and  the  House  then 
struck  everything  after  the  enacting  clause  of  S.  3497  and  substituted 
in  lieu  thereof  the  provisions  of  H.R.  17989  and  asked  for  a  conference 
between  the  Senate  and  House  of  Representatives  on  the  differences 
in  S.  3497  as  amended  by  the  House. 

S.  3497  became  the  subject  of  a  conference  between  the  Senate  and 
House  of  Representatives  on  July  15-19  and  23.  The  conference 
committee  report  (H.  Rept.  1785)  was  filed  on  July  23  and  was  agreed 
to  by  the  Senate  on  July  25  and  by  the  House  of  Representatives  on 
July  26.  S.  3497  was  approved  by  the  President  on  August  1,  1968, 
becoming  Public  Law  90-448. 

SUMMARY  OF  MAJOR  FEATURES  OF  HOUSING  AND  URBAN  DEVELOPMENT 

ACT  OF  1968 

Aids  jor  homeovmership  and  rental  housing 

It  authorizes  new  programs  of  subsidies  to  reduce  mortgage  interest 
rates  on  behalf  of  lower  income  families  to  as  low  as  1  percent  in  order 
to  assist  them  in  purchasing  or  renting  new  or  existing  housing  which 
they  could  not  otherwise  afford.  Eligibility  to  participate  in  this  pro¬ 
gram  is  limited  to  families  whose  incomes  do  not  exceed  135  percent 
of  the  incomes  set  for  admission  to  low-rent  public  housing  in  the 

i  S.  2228,  S.  2229,  S.  2343,  S.  2376,  S.  2466,  S.  2498,  S.  2508,  S.  2625,  S.  2631,  S.  2680,  S.  2681,  S.  2800,  S.  2801,  S. 
2802,  S.  3028,  S.  3029  amendment  No.  600  to  S.  3029,  amendment  No.  607  to  S.  3029,  amendment  No.  613  to  S. 
3029,  S.  3110,  S.  3128,  S.  3129,  S.  3130,  S.  3131  and  S.  3255. 
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area,  except  that  20  percent  of  the  funds  for  this  program  may  be  used 
for  families  with  higher  incomes  which  do  not  exceed  90  percent  of 
the  limits  for  221(d)(3)  below  market  interest  rate  housing.  A  deduc¬ 
tion  of  $300  per  child  is  permitted  in  determining  family  income.  It 
also  provides  substantially  increased  funding  for  the  existing  public 
housing  and  rent  supplement  programs. 

Liberalized  FH A  financing 

It  establishes  a  special  high-risk  insurance  fund  in  FHA  to  encour¬ 
age  FHA  to  approve  home-loan  applications  from  buyers  who  cannot 
meet  full  standards  and  to  make  insured  loans  available  in  neighbor¬ 
hoods  which  do  not  meet  present  mortgage  insurance  requirements. 

Aids  to  housing  sponsors 

It  authorizes  interest-free  loans  to  cover  preconstruction  expenses  of 
nonprofit  housing  sponsors  and  also  creates  a  National  Homeowner- 
ship  Foundation  to  provide  grants  or  loans  .to  housing  sponsors. 

New  communities 

It  authorizes  HUD  to  guarantee  borrowings  of  private  developers 
of  new  communities  and  to  make  supplementary  grants  to  States  and 
localities  in  connection  with  federally  aided  water,  sewer,  and  open- 
space  land  projects  that  assist  the  new  community  development. 

Neighborhood  development  program 

It  authorizes  an  alternative  form  of  urban  renewal  under  which  a 
community  could  elect  to  carry  out  a  project  on  the  more  flexible  basis 
of  annual  increments  of  planned  renewal  activities  over  the  period 
required  for  completion  in  place  of  the  present  lump  sum  commitment 
for  an  entire  project  fully  planned  in  advance. 

Rehabilitation  loans  and  grants 

It  increases  the  maximum  rehabilitation  grant  from  $1,500  to 
$3,000.  It  also  extends  the  provisions  of  the  rehabilitation  grant  and 
loan  programs  for  definitely  planned  rehabilitation  or  code  enforce¬ 
ment  areas  or  where  such  assistance  is  needed  to  bring  properties  up 
to  reasonable  underwriting  standards  under  applicable  statewide 
property  insurance  inspection  plans. 

Low  and  moderate  income  housing 

It  requires  that  a  majority  of  the  housing  units  provided  in  the 
future  in  each  community’s  new  urban  renewal  projects  redeveloped 
for  residential  purposes  must  be  for  low-  and  moderate-income  families, 
including  at  least  20  percent  of  all  units  for  low-  income  families  except 
that  under  certain  conditions  the  20-percent  requirement  can  be 
waived. 

FNMA  secondary  market 

It  places  FNMA’s  secondary  market  operation  in  a  new  privately 
owned  corporation.  FNMA’s  special  assistance  and  management  and 
liquidating  functions  would  be  retained  in  the  Department  of  HUD 
to  be  administered  by  the  Secretary  through  a  new  Government  Na¬ 
tional  Mortgage  Association. 

Rural  housing 

It  authorizes  the  Farmers  Home  Administration  to  make  direct  and 
insured  loans  available  to  low-income  families  in  rural  areas  and  small 
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towns  with  interest  rates  as  low  as  1  percent.  It  also  authorizes  a  new 
program  of  grants  and  loans  to  aid  self-help  housing. 

Urban  riot  insurance 

It  authorizes  a  new  program  of  Federal  reinsurance  against  loss 
from  riots  and  civil  disorders  for  private  insurance  companies  to 
encourage  them  to  write  property  insurance  in  areas  threatened  by 
such  problems.  Participating  companies  would  be  required  to  comply 
with  a  State  FAIR  plan  (fair  access  to  insurance  requirements)  de¬ 
signed  to  secure  for  all  owners  of  insurable  property  access  to  basic 
lines  of  property  insurance. 

Flood  insurance 

It  authorizes  a  new  program  of  Federal  assistance  to  private  insur¬ 
ance  companies  to  encourage  them  to  provide  property  insurance 
against  flood  hazards. 

Interstate  land  sales 

It  makes  it  unlawful  for  any  developer  to  sell  or  lease,  by  use  of  the 
mail  or  by  any  means  in  interstate  commerce,  any  lot  in  any  subdivi¬ 
sion  of  50  or  more  lots  offered  as  part  of  a  common  promotional  plan 
unless  (1)  the  subdivision  is  registered  with  HUD  and  (2)  a  printed 
property  report  is  furnished  to  the  purchaser  in  advance  of  the  signing 
of  an  agreement  for  sale  or  lease. 

Mortgage  insurance  for  hospitals 

It  authorizes  a  new  program  of  FHA  mortgage  insurance  to  cover 
the  construction  and  equipping  of  nonprofit  hospitals. 

Model  cities 

It  authorizes  an  additional  $1  billion  for  fiscal  1970  for  the  model 
cities  program  and  also  authorizes  an  additional  $12  million  for  fiscal 
1969  for  planning  funds  for  the  third  round  of  model  cities. 

College  housing 

It  supplements  the  existing  program  of  3-percent  direct  loans  for 
college  housing  by  a  new  program  of  interest  subsidies  for  privately 
financed  college  housing  to  reduce  the  effective  rate  to  the  college  to 
3  percent. 

National  housing  partnerships 

It  provides  for  the  establishment  of  national  housing  partnerships 
to  encourage  the  greater  use  of  private  financial  resources  in  increasing 
our  supply  of  housing  for  low  and  moderate  income  families  in  com¬ 
munities  throughout  the  Nation. 
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Digest  of  Statute 


Housing  goal — declaration  oj  policy 

The  Congress  affirms  in  the  1968  act  the  national  goal  of  “a  decent 
home  and  a  suitable  living  environment  for  every  American  family” 
(as  stated  in  the  Housing  Act  of  1949).  It  states  further  that  there 
should  be  the  fullest  practicable  utilization,  in  administration  of 
Federal  housing  programs,  of  the  resources  and  capabilities  of  private 
enterprise  and  self-help  techniques. 

Opportunities  for  training  and  employment  for  lower  income  persons 

The  Secretary  of  Housing  and  Urban  Development  is  directed,  in 
administering  housing  programs  for  low-income  families,  to  require: 

1.  That  opportunities  for  training  and  employment  arising  in 
connection  with  the  planning,  construction,  rehabilitation, 
and  operation  of  housing  under  the  programs  be  given  to  lower 
income  persons  residing  in  the  area  of  the  housing;  and 

2.  That,  to  the  greatest  extent  feasible,  contracts  for  work 
pursuant  to  the  housing  programs  shall,  where  appropriate,  be 
awarded  to  business  concerns  located  in  or  owned  in  substantial 
part  by  persons  residing  in  the  area  of  the  housing. 

Improved  design  in  Government  housing  programs 

The  Congress  commends  the  Department  of  HUD  for  its  recent 
efforts  to  improve  architectural  standards,  but  declares  that  in  the 
administration  of  housing  programs  which  assist  in  the  provision 
of  housing  for  low-  and  moderate-income  families,  emphasis  shall 
be  given  to  encouraging  good  design  as  an  essential  component  of 
the  housing. 

Improvement  of  program  administration 

The  Secretary  is  directed  to  make  a  report  to  the  Banking  and 
Currency  Committees  early  in  calendar  years  1969  and  1970  identify¬ 
ing  specific  areas  of  program  administration  and  management  which 
require  improvement.  The  reports  shall  describe  actions  taken  and 
proposed  to  make  improvements  and  recommend  legislation  needed 
to  accomplish  the  improvements. 

TITLE  I — LOWER  INCOME  HOUSING 

Homeowner  ship  for  lower  income  families 

A  new  program  (sec.  235  of  the  National  Housing  Act)  is  authorized 
to  provide  Federal  assistance  to  homeownership  by  lower  income 
families  (including  membership  in  a  cooperative).  Under  the  new 
program,  the  Secretary  of  HlTD  may  enter  into  contracts  to  make 
periodic  payments  to  lenders  who  make  FHA-insured  home  mortgage 
loans  to  these  families.  The  payments  will  be  in  an  amount  necessary 
to  make  up  the  difference  between  20  percent  of  the  family’s  monthly 
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income  and  the  required  monthly  payment  under  the  mortgage  for 
principal,  interest,  taxes,  insurance,  and  mortgage  insurance  premium. 
In  no  case,  however,  can  the  payment  on  a  mortgage  exceed  the 
difference  between  the  required  payment  under  the  mortgage  for 
principal,  interest,  and  mortgage  insurance  premium  and  the  pay¬ 
ment  that  would  be  required  for  principal  and  interest  if  the  mortgage 
bore  an  interest  rate  of  1  percent.  The  amount  of  the  payment  on 
each  mortgage  will  vary  according  to  the  income  of  the  homeowner. 
The  family’s  income  is  required  to  be  recertified  at  least  every  2 
years  and  appropriate  adjustments  made  in  the  assistance  payment 
to  reflect  any  changes. 

The  assistance  payment  is  available  for  a  purchaser  having  an 
income,  at  the  time  of  his  initial  occupancy,  not  in  excess  of  135 
percent  of  the  maximum  income  limits  that  can  be  established  in  the 
area  for  initial  occupancy  in  public  housing.  However,  up  to  20 
percent  of  the  funds  authorized  in  appropriation  acts  for  the  program 
can  be  used  to  assist  families  with  incomes  above  these  limits  but 
which  are  not  in  excess  of  90  percent  of  the  income  limits  for  occu¬ 
pancy  in  a  section  221(d)(3)  below-market  interest  rate  housing 
project. 

In  calculating  the  income  of  the  homeowner  for  the  purpose  of  de¬ 
termining  eligibility  as  well  as  the  amount  on  which  the  20-percent 
computation  will  be  made,  there  will  be  deducted  $300  for  each  minor 
child  who  is  a  member  of  the  homeowner’s  immediate  family  and  living 
with  him.  Also,  income  of  minors  will  not  be  included  in  the  home¬ 
owner’s  income  for  this  computation. 

The  amount  of  a  home  mortgage  cannot  exceed  $15,000  ($17,500 
in  high-cost  areas).  These  limits  are  increased  to  $17,500  ($20,000  in 
high-cost  areas)  for  families  with  five  or  more  members.  The  same  limits 
apply  to  cooperative  and  condominium  units. 

The  minimum  downpayment  is  $200  for  families  with  incomes  up 
to  135  percent  of  the  maximum  income  limits  that  can  be  established 
in  the  area  for  initial  occupancy  in  public  housing  and  3  percent  of 
acquisition  cost  in  other  cases.  The  downpayment  can  be  applied  to 
closing  costs. 

A  homeowner  is  to  be  given  the  opportunity,  to  the  maximum  extent 
feasible,  to  contribute  the  value  of  his  labor  as  equity  in  the  dwelling. 

The  Secretary  is  authorized  to  provide  budget,  debt  management, 
and  related  counseling  services  to  homeowners  who  purchase  homes 
under  the  new  section  235  program. 

The  housing,  generally,  must  be  new  or  substantially  rehabilitated 
housing,  except  that  up  to  25  percent  of  the  amount  of  contracts 
authorized  to  be  made  before  July  1,  1969,  can  apply  to  existing  hous¬ 
ing,  with  this  percentage  decreasing  to  15  percent  the  following  year, 
and  10  percent  the  third  year. 

Contracts  for  assistance  payments  are  authorized,  subject  to  ap¬ 
proval  in  appropriation  acts,  in  the  amount  of  $75  million  annually 
prior  to  July  1,  1969.  This  amount  is  increased  by  $100  million  on 
July  1,  1969,  and  by  $125  million  on  July  1,  1970.  A  reasonable  portion 
of  this  authority  is  to  be  transferred  to  the  Secretary  of  Agriculture 
for  use  in  rural  areas  and  small  towns. 

In  addition  to  the  foregoing  provisions,  a  mortgage  executed  by  a 
nonprofit  organization  or  a  public  body  or  agency  can  be  insured 
where  it  finances  the  purchase  (and  rehabilitation  if  necessary)  of 
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housing  in  viable,  or  potentially  viable,  areas  for  resale  to  lower  income 
families.  The  housing  must  include  at  least  four  or  more  one-family 
dwellings  (or  two-family  dwellings,  one  unit  of  which  is  to  be  occupied 
by  the  owner),  or  at  least  four  or  more  one-family  units  in  a  condo¬ 
minium  project,  in  the  cases  where  rehabilitation  is  involved.  The 
individual  mortgages  given  to  finance  the  resale  of  the  housing  to  lower 
income  families  will  also  be  insured  by  FHA  and  assistance  payments 
made  on  behalf  of  the  purchasers. 

221  ( h )  'program 

The  221(h)  program  is  changed  to  allow  home  purchases  to  be 
financed  with  mortgages  bearing  interest  rates  as  low  as  1  percent 
where  the  purchaser’s  income  justifies,  with  periodic  adjustments 
between  1  and  3  percent  to  reflect  changes  in  the  homeowner’s  income. 
Under  this  program  nonprofit  mortgagors  purchase  and  rehabilitate 
housing  with  FHA  insured  mortgages  and  resell  it  to  low-income 
families. 

The  limit  on  the  aggregate  amount  of  mortgages  that  can  be 
insured  and  outstanding  at  any  one  time  under  the  program  is  in¬ 
creased  from  $20  million  to  $50  million. 

New  FHA  credit  assistance  for  homeowner  ship 

FHA  mortgage  insurance  is  authorized  (under  a  new  sec.  237  of 
the  National  Housing  Act)  for  families  of  low  and  moderate  income 
who,  through  the  incentive  of  homeownership,  and  counseling  assist¬ 
ance,  appear  to  be  able  to  achieve  homeownership  but  who,  for 
reasons  of  credit  history,  irregular  income  patterns  caused  by  seasonal 
employment,  or  other  factors,  are  unable  to  meet  the  credit  require¬ 
ments  generally  applicable  for  the  purchase  of  a  home  under  the 
regular  FHA  mortgage  insurance  program. 

A  mortgage  must  meet  the  basic  requirements  under  one  of  the 
various  FHA  home  mortgage  programs.  The  credit  and  income  re¬ 
quirements  of  the  particular  program  do  not  apply,  however,  and  the 
principal  obligation  of  the  mortgage  cannot  exceed  $15,000  ($17,500 
in  high-cost  areas).  However,  if  the  limit  on  the  amount  of  a  mortgage 
is  lower  under  a  particular  program,  the  lower  limit  is  applicable. 

The  monthly  payments,  combined  with  local  real  estate  taxes  on 
the  property,  will  not  exceed  25  percent  of  the  home  purchaser’s 
income,  computed  over  the  previous  year  or  the  previous  3  years, 
whichever  is  higher.  The  interest  rates  and  mortgage  insurance 
premiums  are  the  same  as  under  the  program  involved  for  other 
mortgagors. 

The  Secretary  of  HUD  is  authorized  to  provide  debt  management 
and  related  counseling  services  to  mortgagors  whose  mortgages  are 
insured  under  these  new  more  liberal  provisions.  He  can  also  provide 
counseling  to  otherwise  eligible  families  who  lack  a  downpayment  on 
a  home  in  order  to  help  them  to  save  money  for  a  downpayment. 

The  aggregate  outstanding  balance  of  mortgages  insured  under 
these  new  provisions  cannot  exceed  at  any  one  time  $200  million. 

Mortgage  insurance  for  housing  in  declining  areas 

Mortgage  insurance  is  authorized,  under  any  of  FHA’s  mortgage 
insurance  programs,  for  the  purchase,  repair,  rehabilitation,  or  con¬ 
struction  of  housing  located  in  older,  declining  urban  areas  without 
regard  to  the  normal  requirements  of  the  particular  program  if  FHA 
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finds  that  (1)  the  area  is  reasonably  viable,  giving  consideration  to  the 
need  for  providing  adequate  housing  for  families  of  low-  and  moderate- 
incomes  in  the  area,  and  (2)  the  property  is  an  acceptable  risk  in  view 
of  this  consideration. 

Special  risk  insurance  jund 

A  new  special  risk  insurance  fund  is  established  which  is  not  intended 
to  be  actuarially  sound  and  out  of  which  claims  will  be  paid  on  mort¬ 
gages  insured  under  the  several  new  special  mortgage  insurance 
programs  for  housing  for  low-  or  moderate-income  families.  A  $5 
million  advance  from  the  general  insurance  fund  is  authorized  to 
initiate  the  new  special  risk  fund.  Appropriations  are  authorized  to 
cover  any  losses  sustained  by  the  new  fund. 

Condominium  and  cooperative  oumership  jor  low  and  moderate  income 
families 

Rental  housing  projects  financed  with  below-market  interest  rate 
FHA  221(d)(3)  mortgages  are  permitted  to  be  converted  to  coopera¬ 
tive  or  condominium  ownership. 

A  low  or  moderate  income  purchaser  can  purchase  an  individual 
family  unit  and  an  undivided  interest  in  the  common  areas  and  fa¬ 
cilities  of  a  project  at  a  price  not  in  excess  of  the  appraised  value  of  the 
property  and  with  a  mortgage  bearing  the  below-market  interest  rate 
then  in  effect.  At  least  a  3-percent  downpayment  will  be  required, 
which  can  be  applied  in  whole  or  in  part  toward  closing  costs. 

A  cooperative,  with  membership  open  only  to  low  and  moderate 
income  families  meeting  income  limits  prescribed  for  221(d)(3) 
below-market  interest  rate  projects,  can  purchase  a  221(d)(3)  project 
for  an  amount  not  exceeding  the  appraised  value  of  the  property  for 
continued  use  as  a  cooperative.  The  insured  mortgage  can  bear  the 
below-market  interest  rate  in  effect  at  the  time  the  commitment  to 
insure  the  mortgage  is  issued. 

Assistance  to  nonprofit  sponsors  oj  low  and  moderate  income  housing 

The  Secretary  of  HUD  is  authorized  to  provide  technical  assistance 
with  respect  to  the  construction,  rehabilitation,  and  operation  of  low 
and  moderate  income  housing  to  nonprofit  organizations.  The  Secre¬ 
tary  can  also  make  80-percent,  interest-free  loans  to  nonprofit  sponsors 
of  such  housing  to  cover  certain  preconstruction  costs  under  federally 
assisted  programs. 

The  low  and  moderate  income  sponsor  fund  is  established  for  the 
purpose  of  making  the  loans  with  an  authorization  for  appropriations 
of  $7.5  million  for  fiscal  year  1969  and  $10  million  for  fiscal  year  1970. 
The  fund  will  be  a  revolving  fund  and  repayments  of  loans  will  be  de¬ 
posited  in  the  fund. 

National  Homeowner  ship  Foundation 

The  National  Homeownership  Foundation  is  created  to  carry  out  a 
continuing  program  of  encouraging  private  and  public  organizations 
to  provide  increased  homeownership  and  housing  opportunities  in 
urban  and  rural  areas  for  lower  income  families. 

The  Foundation  is  authorized  to  make  grants  and  loans  (not  other¬ 
wise  available  from  Federal  sources)  to  such  organizations  to  help 
defray  organizational  and  administrative  expenses,  necessary  precon¬ 
struction  costs,  and  the  cost  of  counseling  or  similar  services  to  lower 
income  families  for  whom  housing  is  being  provided.  The  Foundation 
can  also  provide  technical  assistance  to  the  organizations. 
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Appropriations  up  to  $10  million  are  authorized.  The  Foundation 
can  also  use  donated  funds. 

The  Foundation  is  to  be  administered  by  an  18-member  Board  of 
Directors.  Fifteen  members  are  to  be  appointed  by  the  President.  The 
Secretary  of  HUD,  the  Secretary  of  Agriculture,  and  the  Director  of 
OEO  are  the  other  three  members.  The  Board  will  appoint  an  executive 
director  as  its  executive  officer. 

New  technologies — housing  jor  lower  income  families 

The  Secretary  of  HUD  is  directed  to  institute  a  program  under 
which  qualified  public  and  private  organizations  will  submit  plans  for 
the  development  of  housing  for  lower  income  families,  using  new  and 
advanced  technologies,  on  Federal  land  which  has  been  made  available 
for  that  purpose,  or  on  other  land  which  is  suitable. 

The  Secretary  will  approve  up  to  five  plans  which  are  submitted  to 
him  under  the  program.  He  will  consider  (among  other  things)  the 
potential  of  the  technology  employed  and  the  ability  of  the  organiza¬ 
tion  submitting  the  plan  to  produce  at  least  1,000  dwelling  units  a  year 
utilizing  that  technology. 

The  Secretary  is  directed  to  seek  to  achieve  the  construction  of  at 
least  1,000  dwelling  units  a  year  over  a  5-year  period  for  each  of  the 
various  types  of  technologies  proposed  in  the  plans  approved.  He  is 
required  to  report  at  the  earliest  practicable  date  with  respect  to  the 
projects  assisted,  together  with  his  recommendations. 

Mortgages  financing  the  projects  are  authorized  to  be  insured  under 
the  FHA  experimental  housing  program. 

Study  of  insurance  protection  for  homeowners 

The  Secretary  of  HUD,  in  cooperation  with  the  private  insurance 
industry,  is  authorized  to  develop  a  plan  for  establishing  an  insurance 
program  to  enable  homeowners  to  meet  their  monthly  mortgage 
payments  in  times  of  personal  economic  adversity.  The  Secretary  is 
required  to  report  his  actions  and  recommendations  within  6  months 
following  enactment  of  the  law. 

National  Advisory  Commission  on  Low-Income  Housing 

A  National  Advisory  Commission  on  Low-Income  Housing  is 
established  to  undertake  a  comprehensive  study  and  investigate  the 
resources  and  capabilities  in  the  public  and  private  sectors  of  the 
economy  which  may  be  used  to  fulfill  more  completely  the  objectives 
of  the  national  goal  of  “a  decent  home  and  a  suitable  living  environ¬ 
ment  for  every  American  family.” 

The  Commission  is  directed  to  submit  to  the  President  and  the 
Congress  an  interim  report  with  respect  to  its  findings  and  recom¬ 
mendations  not  later  than  July  1,  1969,  and  a  final  report  not  later 
than  July  1,  1970. 

TITLE  II - RENTAL  HOUSING  FOR  LOWER  INCOME  FAMILIES 

A  new  program  of  Federal  assistance  to  rental  and  cooperative 
housing  for  lower  income  families  is  authorized  by  adding  a  new 
section  236  to  the  National  Housing  Act.  The  assistance  is  in  the 
form  of  periodic  payments  to  the  mortgagee  financing  the  housing  to 
reduce  the  mortgagor’s  interest  costs  on  a  market  rate  FHA-insured 
project  mortgage. 

The  interest-reduction  payments  will  reduce  payments  on  the 
project  mortgage  from  that  required  for  principal,  interest,  and 
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mortgage  insurance  premium  on  a  market  rate  mortgage  to  that 
required  for  principal  and  interest  on  a  mortgage  bearing  an  interest 
rate  of  1  percent. 

The  interest-reduction  payments  will  reduce  rentals  to  a  basic 
charge,  and  a  tenant  or  cooperative  member  will  either  pay  the  basic 
charge  or  such  greater  amount  as  represents  25  percent  of  his  income, 
but  not  in  excess  of  the  charges  which  would  be  necessary  without 
any  interest-reduction  payments.  Rental  charges  collected  by  the  proj¬ 
ect  owner  in  excess  of  the  basic  charges  are  to  be  returned  to  the 
Secretary  for  deposit  in  a  revolving  fund  to  offset  payments  made  to 
the  mortgagee  and  for  the  purpose  of  making  other  interest  reduction 
payments. 

Tenants  of  these  projects  who  pay  less  than  the  fair  market  rental 
charge  for  their  units  will  generally  have  to  have  incomes,  at  the  time 
of  the  initial  rent-up  of  the  projects,  not  in  excess  of  135  percent  of 
the  maximum  income  limits  that  can  be  established  in  the  area  for 
initial  occupancy  in  public  housing  dwellings.  However,  up  to  20  per¬ 
cent  of  the  contract  funds  authorized  in  appropriation  acts  may  be 
made  available  for  projects  in  which  some  or  all  of  the  units  will  be 
occupied,  at  the  time  of  the  initial  rent-up,  by  tenants  whose  incomes 
exceed  the  above  limit  but  do  not  exceed  90  percent  of  the  income 
limits  for  occupancy  of  section  221(d)(3)  below-market  interest  rate 
rental  housing. 

In  determining  income  for  the  purpose  of  eligibility  as  well  as  the 
amount  of  rent  to  be  paid,  a  $300  deduction  is  permitted  for  each 
minor  person  in  the  family  and  any  income  of  such  minor  is  not 
counted.  Incomes  of  tenants  will  be  reexamined  at  least  every  2  years 
for  the  purpose  of  adjusting  rentals.  Rental  charges  collected  by  the 
project  owner  in  excess  of  the  basic  charges  are  to  be  returned  to  the 
Secretary  for  deposit  in  a  revolving  fund  for  the  purpose  of  making 
other  interest-reduction  payments. 

To  qualify  for  mortgage  insurance  under  the  new  program,  a 
mortgagor  must  be  a  nonprofit  organization,  a  cooperative,  or  a 
limited-dividend  entity  of  the  types  permitted  under  the  FHA  section 
221(d)(3)  rental  housing  program.  The  mortgage  limitations  with 
respect  to  maximum  mortgage  amount  are  the  same  as  for  mortgages 
insured  under  the  (d)(3)  program.  Interest-reduction  payments  can 
also  be  made  with  respect  to  State-aided  rental  housing  projects 
approved  for  receiving  the  benefits  of  the  program  prior  to  completion 
of  construction  or  rehabilitation  of  the  projects. 

Contracts  for  assistance  payments  are  authorized,  subject  to  ap¬ 
proval  in  appropriation  acts,  in  the  amount  of  $75  million  annually 
prior  to  July  1,  1969.  This  amount  is  increased  by  $100  million  on 
July  1,  1969,  and  by  $125  million  on  July  1,  1970.  A  reasonable  por¬ 
tion  of  this  authority  is  to  be  transferred  to  the  Secretary  of  Agriculture 
for  use  in  rural  areas  and  small  towns. 

A  project  financed  under  the  new  program  can  include  such  non¬ 
dwelling  facilities  as  the  Secretary  deems  adequate  and  appropriate 
to  serve  the  occupants  of  the  project  and  the  surrounding  neighbor¬ 
hood,  as  long  as  the  project  is  predominantly  residential  and  any 
nondwelling  facilities  contribute  to  the  economic  feasibility  of  the 
project.  Where  a  project  is  designed  primarily  for  occupancy  by  the 
elderly  or  handicapped,  it  can  include  related  facilities  for  their  use, 
such  as  dining,  work,  recreation,  and  health  facilities. 
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With  approval  of  the  Secretary  of  HUD,  a  mortgagor  can  sell  the 
individual  dwelling  units  to  lower  income  purchasers  and  these  pur¬ 
chasers  are  eligible  for  assistance  payments  under  the  provisions  of 
the  new  homeownership  program. 

A  cooperative  or  private  nonprofit  corporation  or  association  can 
purchase  a  project  from  a  limited  dividend  mortgagor  and  finance  the 
purchase  with  a  mortgage  insured  under  the  program. 

Projects  for  low  and  moderate  income  families  financed  under  the 
below  market  221(d)(3)  program  can  be  transferred,  prior  to  final 
endorsement  for  FHA  insurance,  to  the  new  rental  housing  interest 
reduction  program. 

Projects  for  the  elderly  or  handicapped  approved  for  direct  loans 
can  be  refinanced  under  the  new  interest  reduction  program  at  any 
time  up  to,  or  a  reasonable  time  after,  project  completion. 

Rent  supplement  payments  may  be  provided  for  tenants  in  projects 
financed  under  the  new  program,  but  no  more  than  20  percent  of  the 
units  in  any  one  project  can  receive  rent  supplement  assistance. 

Rent  supplements 

The  authority  for  rent  supplement  contracts  (subject  to  approval 
in  appropriation  acts)  is  increased  by  $40  million  on  July  1,  1969,  and 
by  $100  million  on  July  1,  1970. 

State-aided  projects  are  made  eligible  for  rent  supplements  if  the 
projects  are  approved  for  this  benefit  prior  to  completion  of  construc¬ 
tion  or  rehabilitation. 

In  determining  the  income  of  any  tenant  for  the  purposes  of  the 
rent  supplement  program,  $300  may  be  deducted  for  each  minor 
person  who  is  a  member  of  the  immediate  family  of  the  tenant  and 
living  with  the  tenant,  and  the  earnings  of  any  such  minor  person 
shall  not  be  included  in  the  income  of  the  tenant. 

Low-rent  public  housing 

Authority  for  annual  contributions  to  low-rent  public  housing  is 
increased  by  $100  million  on  enactment  of  the  law,  and  by  $150 
million  on  July  1,  1969,  and  July  1,  1970. 

The  Secretary  of  HUD  is  authorized  to  make  grants  to  local 
housing  authorities  to  assist  in  financing  tenant  services  for  tenants 
of  public  housing.  Appropriations  for  the  grants  are  authorized  up  to 
$15  million  for  fiscal  year  1969,  and  $30  million  for  fiscal  1970. 

Preference  is  to  be  given  to  programs  providing  for  maximum  tenant 
participation  in  the  development  and  operation  of  tenant  services. 
Tenant  services  include:  counseling  on  household  management,  house¬ 
keeping,  budgeting,  money  management,  child  care,  and  similar  mat¬ 
ters;  advice  as  to  resources  for  job  training  and  placement,  education, 
welfare,  health,  and  other  community  services;  services  which  are 
directly  related  to  meeting  tenant  needs  and  providing  a  wholesome 
living  environment;  and  referral  to  appropriate  agencies  when  nec¬ 
essary  for  the  provision  of  such  services. 

Public  housing  assistance  is  permitted  for  Indian  families  who  live 
on  or  adjacent  to  their  farmland. 

High-rise  public  housing  projects  for  families  with  children  are  pro¬ 
hibited  except  where  the  Secretary  of  HUD  determines  that  there  is 
no  practical  alternative. 

The  Secretary  is  prohibited  from  prescribing  limitations  on  the  types 
or  categories  of  structures  or  dwelling  units  (other  than  those  provided 
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in  the  law)  which  can  be  leased  under  the  public  housing,  section  23 
leasing  program. 

An  additional  annual  subsidy  of  $120  is  authorized  for  public 
housing  units  occupied  by  large  families  or  families  with  very  low 
incomes. 

Local  housing  authorities  are  permitted  to  purchase  structures 
leased  under  the  section  23  program  for  the  purpose  of  reselling  the 
structure  to  the  tenants,  or  to  a  group  of  tenants  occupying  units 
aggregating  in  value  at  lease  80  percent  of  the  structure’s  value.  The 
purchase  can  be  on  such  terms  and  conditions  as  may  be  necessary  to 
enable  the  tenants  involved  to  make  their  purchases  without  undue 
financial  hardship. 

TITLE  III — FEDERAL  HOUSING  ADMINISTRATION  INSURANCE  OPERATIONS 

Perfecting  and  liberalizing  changes  are  made  in  a  number  of  existing 
FHA  mortgage  insurance  programs.  In  addition: 

FHA  is  authorized  to: 

Insure  loans  to  homeowners  to  finance  the  purchase  of  fee 
simple  title  to  property  on  which  their  homes  are  located 
where  the  homeowner  has  only  a  leasehold  interest  in  the 
land; 

Insure  90  percent  supplemental  loans  to  finance  improve¬ 
ments  and  additions  to  FHA  multifamily  projects  (including 
nursing  homes  and  group  practice  facilities); 

Insure  supplementary  rehabilitation  loans  to  housing 
cooperatives  which  purchased  war  housing  covered  by  an 
uninsured  mortgage; 

Permit  the  cost  of  nursing  home  equipment  to  be  included 
in  an  insured  nursing  home  mortgage; 

Insure  mortgages  on  new  seasonal  homes. 

The  title  I  home  improvement  loan  insurance  program  is  changed  by: 

1.  Raising  the  limit  on  the  amount  of  a  loan  from  $3,500  to 
$5,000; 

2.  Extending  the  maximum  maturity  from  5  years  and  32  days 
to  7  years  and  32  days;  and 

3.  Increasing  the  maximum  financing  charge  to  $5.50  discount 
per  $100  of  the  first  $2,500  plus  $4.50  in  excess  of  $2,500  (now  $5 
and  $4,  respectively). 

Mortgages  financing  the  purchase  of  housing  rehabilitated  by  local 
public  agencies  in  urban  renewal  areas  are  authorized  to  be  insured  by 
FHA  under  the  existing  220  and  221(d)(3)  programs  as  well  as  under 
the  new  section  236  program  providing  for  interest  reduction  payments. 

The  maximum  mortgage  amount  under  section  203 (i)  for  homes  in 
outlying,  semi  rural,  and  rural  areas  is  increased  from  $12,500  to 
$13,500. 

TITLE  IV - GUARANTEES  FOR  FINANCING  NEW  COMMUNITY  LAND 

DEVELOPMENT 

(“New  Communities  Act  of  1968”) 

Title  IV,  the  "New  Communities  Act  of  1968,”  provides  additional 
Federal  assistance  to  new  communities.  It  is  designed  to  enlist  new 
sources  of  private  capital  in  their  development. 
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The  Secretary  of  HUD  is  authorized  to  guarantee  obligations  issued 
on  the  bond  market  by  private  developers  to  help  finance  the  land 
acquisition  and  land  development  costs  of  new  communities. 

The  obligations  guaranteed  for  a  new  community  may  not  exceed 
the  lesser  of  (a)  80  percent  of  the  Secretary’s  estimate  of  the  value  of 
the  property  upon  completion  of  the  land  development,  or  (b)  the  sum 
of  75  percent  of  the  Secretary’s  estimate  of  the  value  of  the  land  before 
development  plus  90  percent  of  his  estimate  of  the  actual  cost  of  the 
land  development,  or  (c)  $50  million  outstanding. 

The  aggregate  amount  of  outstanding  principal  obligations  that 
may  be  guaranteed  is  limited  to  $250  million. 

To  be  eligible  for  a  guarantee  or  commitment  to  guarantee  the 
Secretary  must  determine  that: 

1.  The  proposed  new  community  will  be  economically  feasible 
and  will  contribute  to  the  orderly  development  of  the  area  of 
which  it  is  a  part; 

2.  There  is  a  practicable  plan  for  financing  the  new  community 
and  for  marketing  the  land  which  represents  an  acceptable 
financial  risk  to  the  United  States; 

3.  There  is  a  sound  internal  development  plan  for  the  new 
community  which  has  received  all  required  State  or  local  govern¬ 
ment  approvals,  and  is  acceptable  to  the  Secretary  as  contributing 
to  good  living  conditions  in  the  area  and  including  a  proper 
balance  of  housing  for  families  of  low  and  moderate  income;  and 

4.  The  internal  development  plan  is  consistent  with  compre¬ 
hensive  planning  for  the  area  which  meets  criteria  established  by 
the  Secretary. 

The  Secretary  is  authorized  to  establish  a  revolving  fund  for  the 
guarantee  program  which  will  be  comprised  of  (1)  receipts  from  fees 
and  charges,  (2)  other  receipts,  and  (3)  such  sums,  authorized  to  be 
appropriated,  as  may  be  required. 

The  Secretary  is  also  authorized  to  make  supplementary  grants  to 
State  and  local  public  bodies  and  agencies  for  water  and  sewer  facilities 
and  open  space  assisted  by  grants  under  the  Housing  and  Urban 
Development  Act  of  1965  or  the  Consolidated  Farmers’  Home  Ad¬ 
ministration  Act,  and  the  Housing  Act  of  1961.  The  Secretary  must 
determine  that  the  supplementary  grants  are  desirable  for  carrying  out 
a  new  community  development  project,  and  that  a  substantial  number 
of  housing  units  for  low  and  moderate  income  persons  is  to  be  made 
available  through  the  project. 

The  supplementary  grant  cannot  exceed  20  percent  of  the  cost  of 
the  facility  and  the  total  Federal  grant  is  limited  to  80  percent  of 
facility  cost.  Appropriations  for  supplementary  grants  are  authorized 
up  to  $5  million  for  fiscal  year  1969,  and  up  to  $25  million  for  fiscal 
year  1970. 

TITLE  V — URBAN  RENEWAL 

Neighborhood  development  programs 

The  Secretary  of  HUD  is  authorized  to  provide  financial  assistance 
for  neighborhood  development  programs,  a  new  approach  to  urban 
renewal  which  will  facilitate  more  rapid  rehabilitation  and  redevelop¬ 
ment  of  blighted  areas  on  an  effective  scale.  A  neighborhood  develop¬ 
ment  program  consists  of  urban  renewal  project  undertakings  and 
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activities  in  one  or  more  urban  renewal  areas  that  are  planned  and 
carried  out  on  the  basis  of  annual  increments.  Financing  is  based  on 
the  amount  of  loan  and  grant  funds  needed  to  carry  out  the  activities 
planned  during  a  12-month  period  in  each  of  the  urban  renewal  areas 
contained  in  a  community’s  program.  If  funds  are  available  and  a 
community’s  program  is  acceptable  to  the  Secretary,  a  community 
can  receive  financial  assistance  based  on  its  need  for  subsequent  annual 
increments  of  the  program. 

The  Redevelopment  Land  Agency  of  the  District  of  Columbia  is 
given  authority  to  plan  and  undertake  neighborhood  development 
programs. 

Increase  in  authorization  oj  grants 

The  authorization  for  urban  renewal  grants  is  increased  by  $1.4 
billion  on  July  1,  1969.  In  addition,  the  authorization  for  urban  renewal 
grants  for  projects  in  model  cities  areas  is  increased  by  $350  million. 

Rehabilitation  grants 

The  limit  on  the  amount  of  a  rehabilitation  grant  to  a  low-income 
homeowner  is  increased  from  $1,500  to  $3,000  and  the  grant  is  made 
available  for  rehabilitation  of  real  property  in  addition  to  the  dwelling 
itself. 

Rehabilitation  grants  are  authorized  to  be  made  to  low-income 
homeowners  for  repairs  and  improvements  of  dwellings  outside  urban 
renewal  and  code  enforcement  areas: 

1.  Where  the  dwellings  are  in  areas  certified  by  the  local  govern¬ 
ing  body  as  containing  a  substantial  number  of  structures  in 
need  of  rehabilitation, 

2.  If  the  locality  has  in  effect  a  workable  program  for  com¬ 
munity  improvement,  and 

3.  The  area  is  definitely  planned  for  rehabilitation  or  code 
enforcement  within  a  reasonable  time,  and  the  repairs  to  be 
assisted  are  consistent  with  the  plan  for  rehabilitation  or  code 
enforcement. 

The  Secretary  of  HUD  is  also  authorized  to  make  rehabilitation 
grants  to  low-income  homeowners  whose  property  has  been  deter¬ 
mined,  after  an  inspection  pursuant  to  an  approved  statewide  property 
insurance  plan,  to  be  uninsurable  because  of  physical  hazards.  The 
grant  may  be  made  only  to  rehabilitate  the  property  to  the  extent 
that  the  Secretary  determines  necessary  to  make  it  meet  reasonable 
underwriting  standards  imposed  by  the  statewide  plan. 

Rehabilitation  loans 

The  rehabilitation  loan  program  has  been  broadened  in  the  same 
manner  as  the  rehabilitation  grant  program  with  respect  to  properties 
located  outside  urban  renewal  and  code  enforcement  areas  and  those 
found  to  be  uninsurable. 

The  amount  authorized  to  be  appropriated  for  each  fiscal  year  is 
increased  from  $100  million  to  $150  million  and  the  program  is 
extended  to  June  30,  1973  (in  lieu  of  the  previous  expiration  date  of 
October  1,  1969). 

Eligibility  for  residential  rehabilitation  loans  is  limited  to  persons 
whose  annual  income  is  within  the  locally  applicable  income  limits 
for  the  section  221(d)(3)  below-market  interest  rate  program  (but 
projects  now  underway  are  exempted). 


19 


Limit  on  LPA  rehabilitation  in  urban  renewal  areas 

The  previous  limits  on  the  acquisition  and  rehabilitation  of  resi¬ 
dential  properties  by  local  renewal  agencies  are  removed.  Under 
prior  law,  an  LPA  could  acquire  and  rehabilitate  for  demonstration 
purposes  no  more  than  100  units  or  5  percent  of  the  total  residential 
units  in  an  urban  renewal  area,  whichever  is  lesser. 

Disposition  oj  property  for  low  and  moderate  income  housing 

Land  in  an  urban  renewal  area  is  authorized  to  be  leased  (in  addition 
to  being  sold  as  previously  provided)  for  low  or  moderate  income 
housing  at  a  price  consistent  with  the  use  for  that  purpose.  A  builder 
is  permitted  to  purchase  the  land  at  the  write-down  price  for  low  or 
moderate  income  sales  housing.  Under  this  provision  land  can  be 
made  available  at  the  write-down  price  for  housing  assisted  under 
the  new  interest  reduction  payment  programs  authorized  by  theand 
for  homeownership  and  multifamily  housing. 

Grants  for  low-  and  moderate-income  housing  in  open-land  projects 

Grants  are  authorized  for  open-land  urban  renewal  projects  where 
the  land  is  to  be  disposed  of  for  low-  and  moderate-income  housing. 
Previously,  open-land  projects  were  not  eligible  for  grants.  The  grant 
may  be  for  two-thirds  of  the  difference  between  the  proceeds  from  any 
land  disposed  of  at  its  value  for  low-  or  moderate-income  housing  and 
the  proceeds  which  would  have  been  realized  if  the  land  had  been 
disposed  of  at  its  fair  value  without  regard  to  its  special  use. 

Demolition  grants. 

The  demolition  grant  program  is  expanded  to  permit  grants  for  the 
demolition  of  structures  which  are  rat  harborages  or  potential  rat 
harborages. 

Use  of  air-rights  sites  for  educational  facilities 

Air-rights  urban  renewal  projects,  and  the  construction  of  necessary 
foundations  and  platforms  in  any  type  project,  are  authorized  for  the 
development  of  educational  facilities.  As  in  the  case  of  industrial 
development,  an  air-rights  project  and  the  construction  of  foundations 
and  platforms  would  only  be  available  for  educational  facilities  if  the 
area  is  unsuitable  for  low-  or  moderate-income  housing  purposes. 

Low-  and  moderate-income  housing  in  residential  urban  renewal  areas 
A  majority  of  the  housing  units  provided  in  all  of  the  approved 
urban  renewal  projects  in  any  community  which  are  to  be  redeveloped 
for  predominantly  residential  uses  and  which  receive  Federal  recog¬ 
nition  after  August  1,  1968,  must  be  for  low-  and  moderate-income 
families  or  individuals,  with  at  least  20  percent  of  such  total  for  low- 
income  families  or  individuals.  The  Secretary  may  waive  the  20- 
percent  requirement  to  the  extent  that  the  units  are  not  needed  in  the 
community. 

Workable  program  requirements  in  case  of  Indian  tribes 

An  additional  period  of  time,  until  January  1,  1970,  is  provided  for 
Indian  tribes,  bands,  or  nations  to  adopt  and  carry  out  minimum- 
standards  housing  codes  for  workable  program  certification. 

Interim  assistance  for  blighted  areas 

The  Secretary  of  HUD  is  authorized  to  contract  to  make  grants 
aggregating  up  to  $15  million  a  year  to  cities  or  counties  to  assist  them 
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in  taking  interim  steps  to  alleviate  harmful  conditions  in  slum  or 
blighted  areas  of  communities  which  are  planned  for  substantial  clear¬ 
ance,  rehabilitation,  or  federally  assisted  code  enforcement  in  the  near 
future,  but  which  need  some  immediate  public  action  until  permanent 
action  can  be  taken. 

The  Secretary  is  required  to  encourage  employment  of  unemployed 
or  underemployed  residents  of  an  assisted  area  in  carrying  out  the 
activities  to  be  assisted. 

Grants  may  not  exceed  two-thirds  of  the  cost  of  planning  and  carry¬ 
ing  out  an  interim  assistance  program,  except  that  three-fourths 
grants  can  be  made  to  any  community  with  a  population  of  50,000 
or  less. 

A  community  has  to  have  an  approved  workable  program  for  com¬ 
munity  improvements  to  qualify  for  assistance,  and  relocation  as¬ 
sistance  and  payments  will  be  available. 

Relocation  payments 

Relocation  adjustment  payments  are  broadened  to  permit  payments 
of  up  to  $500  per  year,  for  a  2-year  period.  Such  payments  have  been 
heretofore  limited  to  a  maximum  of  $500  based  on  a  1-year  period 
payable  over  a  5-month  period. 

A  new  payment  is  authorized  for  a  displaced  owner-occupant  of 
residential  property  to  enable  him  to  purchase  a  replacement  dwelling. 
The  payment,  which  cannot  exceed  $5,000,  is  the  difference  between 
the  average  price  for  an  adequate  replacement  home  and  the  acquisi¬ 
tion  price  of  his  former  home. 

TITLE  VI - URBAN  PLANNING  AND  FACILITIES 

Comprehensive  planning 

The  section  701  planning  assistance  grant  program  is  extensively 
revised.  The  Secretary  of  HUD  is  now  authorized  to  make  compre¬ 
hensive  planning  grants  to  State  planning  agencies  for  assistance  to 
“district”  planning  agencies  for  rural  and  other  nonmetropolitan 
areas.  Consultation  with  the  Secretary  of  Agriculture  is  required  prior 
to  approval  of  any  district  planning  grants.  The  Secretary  of  Agri¬ 
culture  and,  when  appropriate,  the  Secretary  of  Commerce,  may 
provide  technical  assistance  in  connection  with  the  establishment  of 
districts  and  the  carrying  out  of  planning  by  them.  Such  district 
planning  may  not  be  aimed  at  assisting  businesses  to  relocate  from  one 
area  to  another. 

Other  new  provisions  authorize  direct  planning  grants  to  Indian 
tribal  planning  councils  or  other  bodies  for  planning  on  Indian  reserva¬ 
tions;  to  regional  and  district  councils  of  government  as  well  as  those 
organized  on  a  metropolitan  basis;  to  regional  commissions  and  eco¬ 
nomic  development  districts  established  under  the  Public  Works  and 
Economic  Development  Act  of  1965;  to  cities,  without  regard  to 
population,  within  metropolitan  areas  for  planning  which  is  part  of 
metropolitan  planning;  and  to  official  government  planning  agencies 
for  areas  where  rapid  urbanization  is  expected  as  a  result  of  a  new 
community  development  assisted  under  title  IV  of  this  act.  The 
Secretary  is  required  to  consult  with  the  Secretary  of  Commerce 
before  making  any  planning  grant  which  includes  any  part  of  an 
economic  development  district. 
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The  definition  of  comprehensive  planning  is  broadened  to  include 
planning  for  the  provision  of  governmental  services  and  for  the  de¬ 
velopment  and  utilization  of  human  and  natural  resources.  The 
inclusion  of  a  housing  element  is  required  as  part  of  the  preparation 
of  comprehensive  land-use  plans.  The  use  of  private  consultants, 
where  their  professional  services  are  deemed  appropriate  by  the 
assisted  governments,  is  added  to  the  stated  purposes  of  the  program. 

The  authorization  of  appropriations  for  grants  is  increased  by  $35 
million  for  fiscal  year  1969  (including  $20  million  earmarked  for 
district  planning)  and  by  $125  million  (including  $10  million  for 
district  planning)  beginning  fiscal  year  1970.  It  is  also  provided  that 
an  additional  $10  million  of  section  701  appropriations  is  to  be  avail¬ 
able  for  study,  research,  and  demonstration  projects. 

Planned  areawide  development 

Supplementary  grants  (designed  to  encourage  areawide  planning) 
are  authorized  for  federally  assisted  projects  in  all  multijurisdictional 
areas  (not  just  metropolitan  areas  as  previously  provided)  such  as 
the  rural  planning  districts  proposed  to  be  assisted  with  comprehen¬ 
sive  planning  grants  under  the  comprehensive  planning  provisions  of 
the  law.  Unused  authorizations  for  appropriations  for  supplementary 
grants  for  fiscal  year  1967  and  1968  are  made  available  through  fiscal 
year  1970. 

Advance  acquisition  oj  land 

The  advance  acquisition  of  land  program  is  extensively  revised. 
Among  the  more  significant  changes  is  a  broadening  of  the  definition 
of  eligible  land  from  land  ‘ ‘planned  to  be  utilized  in  connection  with 
the  future  construction  of  public  works  and  facilities’ 1  to  “land  planned 
to  be  utilized  in  the  future  for  public  purposes.”  Grants  can  also  be 
made  for  the  imputed  interest  cost  when  a  public  body  does  not  use 
borrowed  funds  to  acquire  the  land.  Authority  is  given  the  Secretary 
to  extend  the  requirement  that  the  land  must  be  used  for  its  proposed 
purpose  within  5  years  if  he  deems  a  longer  period  necessary  due  to 
unusual  circumstances  and  so  advises  the  Banking  and  Currency 
Committees  of  the  Congress.  It  is  also  provided  that  assistance  under 
this  program  will  not  render  a  project  ineligible  for  other  Federal 
assistance  programs  and  that  the  cost  of  land  acquired  with  assistance 
under  this  program  will  not  be  an  ineligible  project  cost  in  such 
other  programs. 

Water  and  sewer  facilities  program 

The  interim  planning  requirements  under  the  basic  water  and 
sewer  facilities  grant  program  is  extended  to  October  1,  1969.  It  is 
also  provided  that  in  administering  the  program,  to  the  greatest 
extent  practicable,  new  job  opportunities  shall  be  provided  for  unem¬ 
ployed  or  underemployed  persons. 

Authorizations — water  and  sewer ,  neighborhood  facilities ,  and  advance 
acquisition  of  land  programs 

The  authorization  for*  appropriations  for  these  three  programs  is 
extended  to  permit  the  appropriation,  for  fiscal  year  1970,  of  any 
funds  authorized  but  not  appropriated  prior  to  that  time.  Also,  an 
additional  $150  million  for  fiscal  year  1969  and  $115  million  for  fiscal 
year  1970  are  authorized  to  be  appropriated  for  the  water  and  sewer 
facilities  grant  program. 
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Open  space  land  program 

The  contract  authorization  of  $310  million  for  grants  under  the  open 
space  land  program  is  changed  to  a  $310  million  authorization  of 
appropriations  prior  to  July  1,  1969,  with  $150  million  in  additional 
appropriations  authorized  for  fiscal  year  1970.  The  limit  on  the  amount 
of  the  funds  that  can  be  used  for  studies  and  publishing  of  information 
is  increased  from  $50,000  to  $125,000  per  year. 

Feasibility  studies — Public  works  planning  advances 

It  is  made  clear  that  the  Secretary  of  HUD  has  authority  to  make 
advances  for  feasibility  studies  under  the  public  works  planning 
advances  program. 

TITLE  VII - URBAN  MASS  TRANSPORTATION 


Authorization 

The  authorization  of  appropriations  for  grants  and  other  assistance 
to  urban  mass  transportation  is  increased  by  $190  million  for  fiscal 
year  1970.  The  amount  of  funds  which  can  be  used  for  research, 
development,  and  demonstration  projects  is  increased  by  $6  million, 
commencing  July  1,  1968,  and  the  statutory  limit  on  the  funds 
available  for  this  purpose  is  removed,  commencing  July  1,  1969. 

Emergency  program  extended 

The  emergency  mass  transportation  capital  grant  program  expira¬ 
tion  date  is  extended  from  November  1,  1968,  to  July  1,  1970. 

Definition 

The  definition  of  “mass  transportation”  in  the  Urban  Mass  Trans¬ 
portation  Act  of  1964  is  amended  to  allow  greater  flexibility  and  op¬ 
portunity  for  application  of  new  concepts  and  systems. 

Non-Federal  share  oj  net  project  cost 

Not  more  than  half  of  the  non-Federal  share  of  the  net  project  cost 
of  a  mass  transportation  project  is  permitted  to  be  paid  from  private 
sources,  except  in  certain  cases  of  demonstrated  fiscal  inability.  Any 
public  or  private  transit  system  funds  provided  for  the  non-Federal 
share  must  be  solely  from  undistributed  cash  surpluses,  replacement 
or  depreciation  funds  or  reserves  available  in  cash,  or  new  capital. 

TITLE  VIII - SECONDARY  MORTGAGE  MARKET 

The  existing  Federal  National  Mortgage  Association  (FNMA)  is 
directed  to  be  partitioned  into  two  separate  corporations.  One  will  be 
a  Government-sponsored  private  corporation,  to  be  known  as  the 
Federal  National  Mortgage  Association  (FNMA),  to  operate  the 
secondary  mortgage  market  operations.  The  other  will  remain  in  the 
Government  and  continue  to  operate  the  special  assistance  functions 
for  special  federally  aided  housing  programs,  and  the  management  and 
liquidating  functions  of  the  old  FNMA.  The  new  corporation  will  be 
known  as  the  Government  National  Mortgage  Association  (GNMA). 

FNMA  is  authorized  to  issue  and  sell  securities  backed  by  a  portion 
of  its  mortgage  portfolio,  with  GNMA  guaranteeing  payment  on  such 
securities.  GNMA  can  also  guarantee  similar  securities  issued  by  other 
private  issuers  where  they  are  backed  by  FHA,  VA,  and  some  Farmers 
Home  Administration  mortgages  or  loans. 
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The  special  assistance  authorization  of  GNMA  is  increased  by  $500 
million  on  July  1,  1969. 

The  provisions  of  this  title  will  become  effective  after  a  date,  no 
more  than  120  days  following  its  enactment,  established  by  the 
Secretary  of  HUD.  The  Secretary  has  established  this  date  as  Sep¬ 
tember  1,  1968. 

Provisions  are  made  with  respect  to  the  capital  stock  of  FNMA  and 
its  board  of  directors  during  a  transitional  period.  The  transitional 
period  will  end  when  one-third  of  the  FNMA  common  stock  is  owned 
by  persons  or  organizations  in  the  mortgage  lending,  home  building, 
real  estate,  or  related  businesses,  but  not  sooner  than  May  1,  1970, 
nor  later  than  May  1,  1973.  The  majority  of  FNMA’s  board  of  direc¬ 
tors  are  to  be  appointed  by  the  Secretary  of  HUD  during  the  tran 
sitional  period.  The  president  of  FNMA  during  this  period  will  be 
appointed  by  the  President  of  the  United  States  and  confirmed  by 
the  Senate.  One  of  the  Secretary’s  appointees  to  the  board  will  be  the 
president  of  FNMA. 

t  After  the  transitional  period  FNMA  will  be  governed  by  a  15- 
member  board  of  directors,  five  of  whom  will  be  appointed  by  the 
President  of  the  United  States. 

The  new  FNMA  will  be  subject  to  the  general  regulatory  control 
of  the  Secretary  of  HUD,  who  also  must  approve  the  issuance  of  all 
stocks  and  other  obligations  by  FNMA  and  may  require  it  to  allocate 
a  reasonable  portion  of  its  mortgage  purchases  to  mortgages  in  low 
and  moderate  income  housing. 

TITLE  IX - NATIONAL  HOUSING  PARTNERSHIPS 

A  national  housing  partnership  is  to  be  created  for  the  purpose  of 
securing  the  participation  of  private  investors  in  programs  and 
projects  to  provide  housing  for  low-  and  moderate-income  families. 

Initially,  a  federally  chartered,  privately  funded  corporation  will  be 
organized  under  the  District  of  Columbia  Business  Corporation  Act. 
The  corporation  in  turn  will  organize  the  national  partnership  under 
the  District  of  Columbia  Uniform  Limited  Partnership  Act. 

The  corporation  will  serve  as  the  general  partner  and  managing 
agent  of  the  national  partnership  and  each  of  its  stockholders  can  be 
limited  partners.  It  will  provide  the  staff  and  expertise  for  the  partner¬ 
ship  in  organizing  and  planning  project  undertakings  in  which  the 
partnership  has  an  interest,  and  receive  a  fee  for  such  services. 

Both  the  corporation  and  the  national  partnership  are  authorized  to 
engage  in  a  broad  range  of  activities  appropriate  to  the  provision  of 
housing  and  related  facilities  primarily  for  low-  or  moderate-income 
families,  with  or  without  the  use  of  Federal  programs,  and  may  enter 
into  and  participate  in  all  forms  of  partnerships  and  associations.  The 
national  partnership  is  expected  to  form  partnership  ventures  with 
local  investors  for  the  purpose  of  building  low-  and  moderate-income 
housing  projects  throughout  the  Nation.  Normally,  it  will  be  a  limited 
partner  in  such  undertakings,  with  an  interest  of  not  more  than  25 
percent  of  the  aggregate  initial  equity  investment  for  the  project. 

The  President  will  appoint  the  incorporators  of  the  corporation  and 
three  of  the  15  members  of  the  board  of  directors.  The  incorporators 
will  serve  as  the  initial  board  of  directors  and  arrange  for  the  initial 
offering  of  shares  of  stock  in  the  corporation  and  interests  in  the  na¬ 
tional  partnership. 
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The  President  is  authorized  to  create  additional  partnerships  when 
he  determines  it  to  be  in  the  national  interest. 

National  banks  are  authorized  to  invest  in  a  corporation  and  other 
entities  formed  under  this  title. 

TITLE  X - RURAL  HOUSING 

Housing  for  low-  and  moderate-income  persons  and  families 

The  Secretary  of  Agriculture  is  authorized  to  provide  direct  and 
insured  loans  for  housing  in  rural  areas  to  low-  and  moderate-income 
persons  and  families  and  to  provide  rental  or  cooperative  housing  for 
such  persons  where  assistance  is  not  available  under  the  new  interest 
reduction  programs  authorized  by  the  law.  The  interest  rate  on  the 
loans  can  be  at  a  rate  set  by  the  Secretary  after  considering  the  cost 
of  money  to  the  Treasury  and  the  payment  ability  of  the  applicants, 
but  not  less  than  1  percent  per  annum.  An  interest  supplement  neces¬ 
sary  to  market  the  insured  loans  will  be  paid  from,  and  reimbursed  by 
annual  appropriations  to,  the  rural  housing  insurance  fund. 

Housing  for  rural  trainees 

The  Secretary  of  Agriculture  is  authorized  to  provide  financial  and 
technical  assistance  to  the  provision  of  housing  and  related  facilities 
in  rural  areas  for  rural  trainees  (and  their  families)  enrolled  in  federally 
assisted  training  courses  to  improve  their  employment  capability. 

Advances  for  land  purchase  for  the  housing  will  be  repayable  within 
33  years  and  bear  interest  at  a  rate  (not  less  than  1  percent)  deter¬ 
mined  by  the  Secretary  of  the  Treasury  taking  into  consideration  the 
current  average  market  yield  on  outstanding  Federal  obligations. 
Other  advances  would  be  nonrepayable,  or  repayable  with  or  without 
interest,  depending  on  the  applicant’s  payment  ability,  from  project 
net  income  and  any  other  available  sources. 

Mutual  and  self-help  housing 

A  new  program  of  grants  and  loans  is  authorized  to  provide  assist¬ 
ance  in  rural  areas  and  small  towns  to  needy  low-income  individuals 
and  their  families  for  mutual  or  self-help  housing.  Grants  can  be 
made  to  public  or  private  nonprofit  organizations  to  pay  part  or  all 
of  the  costs  of  developing  comprehensive  programs  of  technical  and 
supervisory  assistance  to  aid  individuals  and  their  families  in  carrying 
out  mutual  or  self-help  housing  efforts. 

Loans  can  be  made  on  such  terms  and  conditions  and  in  such 
amounts  as  the  Secretary  of  Agriculture  deems  necessary,  to  needy 
low-income  individuals  participating  in  programs  of  mutual  or  self- 
help  housing  approved  by  him,  for  the  acquisition  and  development 
of  land  and  for  the  purchase  of  building  materials  as  may  be  neces¬ 
sary,  for  the  construction  of  dwellings.  Loans  will  bear  interest  at 
not  more  than  3  percent  per  annum,  and  be  repayable  within  33 
years. 

A  self-help  housing  land  development  fund  is  authorized  to  provide 
a  source  of  short-term  loans  to  public  or  private  nonprofit  organiza¬ 
tions  to  buy  and  develop  building  sites  to  be  sold  to  families,  non¬ 
profit  organizations,  and  cooperatives  eligible  for  assistance  under  the 
new  interest  reduction  programs  for  housing  for  lower  income  families. 
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TITLE  XI - URBAN  PROPERTY  PROTECTION  AND  REINSURANCE 

Under  this  Act  the  Secretary  of  HUD  is  authorized  to  provide 
private  insurers  with  reinsurance  against  losses  resulting  from  riots 
or  civil  disorders.  The  sale  of  reinsurance  is  limited  to  those  insurers 
that  cooperate  with  State  insurance  authorities  in  statewide  plans  to 
assure  fair  access  to  insurance  requirements,  called  FAIR  plans. 
Reinsurance,  may  only  be  provided  in  States  which  have  such  plans. 

FAIR  plans  may  vary  among  the  States,  but  all  plans  must  satisfy 
minimum  statutory  criteria.  The  principal  requirement  is  that  no 
risk  can  be  written  at  the  surcharged  rate  or  denied  coverage  unless 
there  has  been  an  inspection  of  the  property  and  a  determination 
made  that  it  does  not  meet  reasonable  underwriting  standards  at  the 
applicable  premium.  Additional  requirements  relate  to  the  procedures 
to  be  followed  with  respect  to  inspections,  the  provision  of  reasonable 
notice  to  property  owners  of  cancellation  or  .nonrenewal  of  policies, 
and  the  formation  of  an  all-industry  facility  which  will  place  the 
insurance  in  the  regular  market.  Such  FAIR  plans  are  to  be  adminis¬ 
tered  under  the  supervision  of  the  State  insurance  authority.  As  a 
condition  for  providing  reinsurance  in  a  State,  the  Secretary  can 
require  additional  programs  to  make  property  insurance  available 
without  regard  to  environmental  hazards. 

Reinsurance  is  offered  in  standards  lines  of  property  insurance  cov¬ 
erage  and  can  be  provided  immediately  following  enactment  by  means 
of  a  binder  agreement,  which  expires  after  90  days  unless  sooner  re¬ 
placed  by  a  reinsurance  contract. 

Premium  rates  and  the  terms  and  conditions  of  reinsurance  contracts 
are  to  be  uniform  throughout  the  country.  The  premiums  for  the  first 
year  must  provide  sufficient  income  to  cover  a  level  of  riot  losses  in 
excess  of  the  amount  of  insured  riot  losses  in  1967. 

A  State  is  required  to  assume  a  portion  of  the  losses  reinsured  by  the 
Secretary  within  1  year  or  by  the  close  of  its  next  regular  legislative 
session.  The  ceiling  on  the  share  will  be  5  percent  of  the  property 
insurance  premiums,  earned  in  the  State  on  reinsured  lines  of  property 
insurance.  Such  sharing  will  only  be  required  if  reinsured  losses  exceed 
premiums  paid  for  reinsurance  by  insurance  companies  in  that  State 
(premiums  paid  in  the  current  year  plus  premiums  paid  in  previous 
years  in  excess  .of  reinsured  claims) . 

A  national  insurance  development  fund  is  created  to  carry  out  the 
programs  authorized.  Treasury  borrowings  are  authorized  to  make 
payments  of  claims  for  reinsured  losses,  limited  to  $250  million  or  such 
further  sums  as  the  Congress  may  authorize  by  joint  resolution. 

The  Secretary  is  required  to  make  a  study  concerning  the  availability 
of  property  insurance  in  urban  areas  and  to  submit  the  results  to  the 
President  and  the  Congress  no  later  than  1  year  after  the  enactment 
of  the  law.  He  is  also  authorized  to  conduct  other  studies  pertinent  to 
his  reinsurance  and  statewide  plan  responsibilities. 

A  19-member  advisory  board  is  to  be  appointed  by  the  Secretary 
with  not  less  than  four  members  to  represent  the  insurance  industry 
and  not  less  than  four  members  to  represent  the  State  insurance 
authorities. 
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TITLE  XII - DISTRICT  OF  COLUMBIA  INSURANCE  PLACEMENT  ACT 

The  District  of  Columbia  Insurance  Placement  Act  establishes  pro¬ 
grams  to  assure  the  availability  of  basic  property  insurance  protection 
against  fire  and  other  perils  for  residential  and  business  properties  in 
the  District  of  Columbia.  Such  programs  are  subject  to  the  super¬ 
vision  and  regulation  of  the  Commissioner  of  the  District  of  Columbia. 

Within  30  days  after  enactment,  all  licensed  insurers  in  the  District 
who  write  basic  property  insurance  are  required  to  establish  an  in¬ 
dustry  placement  facility  which  is  to  administer  a  program  to  provide 
for  the  equitable  distribution  of  responsibility  for  insuring  qualified 
property  for  which  insurance  cannot  be  obtained  through  the  normal 
insurance  market. 

Rules  and  regulations  are  to  be  adopted  by  the  facility  to  assure  all 
property  owners  fair  access  to  insurance  requirements.  Such  rules  and 
regulations,  which  must  be  approved  by  the  Commissioner,  are  re¬ 
quired  to  be  consistent  with  the  statewide  plan  requirements  of  the 
Urban  Property  Protection  and  Reinsurance  Act  of  1968  (title  XI, 
supra) . 

The  Commissioner  is  authorized  to  establish  a  joint  underwriting 
association  to  provide  for  the  reinsuring  of  basic  property  insurance 
without  regard  to  environmental  hazard,  if  he  finds  that  such  a 
nrogram  is  necessary  to  carry  out  the  purposes  of  the  act. 

The  Commissioner  is  authorized  to  assess  each  insurance  company 
authorized  to  do  business  in  the  District  an  amount  sufficient  to 
satisfy  the  State-sharing  requirement  for  Federal  reinsurance  under 
the  Urban  Property  Protection  and  Reinsurance  Act.  Such  assess¬ 
ments  would  be  based  on  a  company’s  proportionate  share  of  premiums 
earned  on  reinsured  lines  during  the  preceding  year.  In  the  event  of 
such  assessments,  the  companies  will  increase  their  premiums  by  an 
amount  sufficient  to  recover  the  assessment  within  not  more  than  a 
3-year  period. 

TITLE  XIII - NATIONAL  FLOOD  INSURANCE 

Title  XIII  enacts  the  National  Flood  Insurance  Act  of  1968.  Under 
this  act,  the  Secretary  of  HUD  is  authorized  to  establish  and  carry 
out  a  national  flood  insurance  program  to  enable  persons  to  purchase 
insurance  against  losses  resulting  from  physical  damage  to  or  loss  of 
real  property  or  personal  property  arising  from  any  flood  occurring 
in  the  United  States.  He  is  directed  to  encourage  and  arrange  for 
maximum  participation  in  the  program  by  insurance  companies  and 
other  insurers,  and  by  related  agents,  brokers,  and  organizations. 

The  act  provides  for  the  operation  of  the  flood  insurance  program 
as  a  joint  venture  between  the  Federal  Government  and  the  private 
insurance  industry  (with  the  industry  participating  on  a  risk-sharing 
basis).  However,  as  an  alternative,  the  Secretary  may,  if  necessary, 
operate  the  program  without  the  companies  participating  on  other 
than  a  fiscal  agency  basis. 

The  Secretary  is  authorized  to  borrow  up  to  $250  million  from  the 
Treasury  to  carry  out  the  insurance  program.  A  national  flood  insur¬ 
ance  fund  is  established  for  making  payments  authorized  by  the  bill, 
including  premium  equalization  payments  and  reinsurance  for  losses 
in  excess  of  losses  assumed  by  insurance  company  pools  formed  to 
provide  flood  insurance. 
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Coverage  will  be  available  initially  for  one-  to  four-family  dwellings 
and  small  business  establishments  but  is  to  be  extended  to  additional 
types  and  classes  of  property  as  found  feasible  by  the  Secretary.  In 
the  case  of  dwellings,  the  insurance  limit,  where  the  rate  is  less  than 
the  full  risk  rate,  will  be  $17,500  for  any  single  dwelling  and  $30,000 
for  a  two-  to  four-family  structure,  plus  $5,000  per  dwelling  for  con¬ 
tents.  Small  business  properties  can  be  insured  for  up  to  a  total  of 
$30,000  for  the  structure  and  $5,000  for  the  contents  of  each  individual 
business.  These  limits  may  be  doubled  upon  the  payment  of  full 
premium  rates  for  the  coverage  in  excess  of  such  limits  by  the  insured 
property  owner.  Availability  of  flood  insurance  in  a  given  area  will 
require  a  study  of  that  area  for  the  purpose  of  setting  rates. 

The  Secretary  is  directed  to  develop  criteria  designed  to  encourage 
the  adoption  of  State  and  local  measures  to  restrict  the  development 
of  land  which  is  exposed  to  flood  damage,  guide  development  of  pro¬ 
posed  construction  away  from  locations  threatened  by  flood  hazards, 
assist  in  reducing  damage  caused  by  floods,  and  otherwise  improve 
land  management  and  use  of.  flood-prone  areas. 

After  June  30,  1970,  no  new  flood  insurance  coverage  can  be  pro¬ 
vided  in  any  area  unless  an  appropriate  public  body  has  adopted 
permanent  land  use  and  control  measures  which  the  Secretary  finds  are 
consistent  with  the  criteria  he  has  prescribed  for  land  management  and 
use  in  flood-prone  areas. 

The  Secretary  is  directed  to  appoint  a  flood  insurance  advisory 
committee. 

The  face  amount  of  flood  insurance  coverage  outstanding  and  in 
force  at  any  one  time  is  limited  to  $2.5  billion. 

The  flood  insurance  program  will  go  into  effect  120  days  following 
the  date  of  enactment  unless  the  Secretary  prescribes  a  later  effective 
date,  not  to  exceed  180  days  from  the  date  of  enactment. 

The  Secretary  of  HUD  is  authorized  to  undertake  studies  for  the 
purpose  of  determining  the  extent  to  which  insurance  protection 
against  earthquakes,  or  other  natural  disaster  perils,  other  than  flood, 
is  not  available,  and  the  feasibility  of  such  insurance  protection  being 
made  available. 


TITLE  XIV - INTERSTATE  LAND  SALES 

The  “Interstate  Land  Sales  Full  Disclosure  Act”  enacted  by  title 
XIV  makes  it  unlawful  for  any  developer  to  sell  or  lease,  by  the  use 
of  the  mail  or  by  any  means  in  interstate  commerce,  any  lot  in  any 
subdivision  (defined  as  one  with  50  or  more  lots  for  sale  as  part  of  a 
common  promotional  plan)  unless — 

(1)  There  has  been  filed  with  the  Secretary  of  HUD  a  state¬ 
ment  of  record  listing  certain  required  information  about  the 
ownership  of  the  land,  the  state  of  its  title,  its  physical  nature,  the 
availability  of  roads  and  utilities,  and  other  matters;  and 

(2)  A  printed  property  report,  containing  pertinent  extracts 
from  the  statement  of  record,  is  furnished  to  the  purchaser  in 
advance  of  the  signing  of  an  agreement  for  purchase  or  lease. 

These  requirements  do  not  apply  to  any  subdivision  where  the 
property  is  clear  of  all  liens  and  if  every  purchaser  has  personally 
inspected  the  lot  which  he  purchased,  as  evidenced  by  a  written 
affirmation  by  the  developer. 
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Any  contract  for  the  purchase  or  lease  of  a  lot  covered  by  this 
act  is  voidable  at  the  option  of  the  purchaser  if  he  was  not  furnished 
with  a  property  report  at  least  48  hours  in  advance  of  his  signing  the 
contract.  If  the  property  report  was  received  by  the  purchaser  less 
than  48  hours  in  advance  of  his  signing  the  contract,  it  is  voidable 
for  a  period  of  48  hours  after  the  signing  unless  he  stipulates  in  writing 
that  he  has  read  the  report  and  inspected  the  lot  belore  he  signed  the 
contract. 

Violation  of  these  requirements  is  subject  to  criminal  penalties  of 
imprisonment  for  not  more  than  5  years,  or  a  fine  of  not  more  than 
$5,000,  or  both.  Broader  civil  remedies  than  heretofore  available  are 
also  provided.  A  suit  for  damages  may  be  brought  in  any  State  or 
Federal  court  for  the  district  in  which  the  defendent  may  be  found 
or  in  which  the  transaction  took  place.  The  Secretary  is  authorized 
to  seek  an  injunction  against  any  developer  he  can  show  is  violating 
or  about  to  violate  the  law. 

In  carrying  out  his  responsibilities  under  this  legislation,  the  Secre¬ 
tary  is  required  to  cooperate  with  State  authorities  charged  with  the 
responsibility  of  regulating  the  sale  of  lots  in  subdivisions. 

This  act  does  not  become  effective  until  270  days  after  enactment. 

TITLE  XV - MORTGAGE  INSURANCE  FOR  NONPROFIT  HOSPITALS 

This  title  establishes  a  new  FHA  program  (sec.  252  of  the  National 
Housing  Act)  under  which  the  Secretary  of  HUD  will  insure  mort¬ 
gages  covering  new  or  rehabilitated  hospitals  (including  initial  equip¬ 
ment).  The  mortgage  may  not  exceed  $25  million  or  90  percent  of 
replacement  cost  and  the  hospital  must  be  owned  and  operated  by 
one  or  more  nonprofit  organizations.  (Recently  completed  hospitals 
not  yet  permanently  financed  are  eligible  subject  to  a  limit  of  $20 
million  on  the  aggregate  of  such  mortgages.) 

TITLE  XVI - HOUSING  GOALS  AND  ANNUAL  HOUSING  REPORT 

Reaffirmation  of  national  goal 

The  Congress  finds  that  the  supply  of  the  Nation’s  housing  is  not 
increasing  rapidly  enough  to  meet  the  national  housing  goal  and 
reaffirms  this  goal.  It  determines  that  it  can  be  substantially  achieved 
within  the  next  decade  by  the  construction  or  rehabilitation  of  26 
million  housing  units,  6  million  of  these  for  low-  and  moderate-income 
families. 

Report  outlining  plan 

Not  later  than  January  15,  1969,  the  President  is  required  to  make  a 
report  to  the  Congress  setting  forth  a  plan  to  be  carried  out  over  the 
next  10  years  for  the  elimination  of  all  substandard  housing  and  the 
realization  of  the  national  housing  goal.  The  report  shall,  in  addition, 
contain  a  projection  of  the  residential  mortgage  market  needs  and 
prospects  during  the  coming  year,  including  an  estimate  of  the  require¬ 
ments  with  respect  to  the  availability,  need  and  flow  of  mortgage 
funds,  together  with  recommendations  for  encouraging  the  avail¬ 
ability  of  funds. 

Periodic  reports 

On  January  15,  1970,  and  on  each  succeeding  year  through  1979, 
the  President  is  required  to  submit  to  the  Congress  a  report  of  results 
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achieved  in  the  provision  of  housing,  and  recommendations  for  legis¬ 
lation  or  additional  administrative  action  that  may  be  needed  to 
achieve  the  objectives  of  the  President’s  plan. 

Commission  on  Mortgage  Interest  Rates 

Funds  appropriated  and  available  for  studies  of  housing  markets 
and  credit  under  laws  previously  enacted  in  1948  and  1956  are  made 
available  for  expenses  of  the  Commission  on  Mortgage  Interest  Rates 
to  study  mortgage  interest  rates.  This  Commission  was  established 
by  Public  Law  90-301. 

TITLE  XVII - MISCELLANEOUS 

Model  cities 

The  authorization  for  supplemental  grants  for  model  cities  is  in¬ 
creased  by  $1  billion  for  fiscal  year  1970,  and  an  additional  $12 
million  is  authorized  for  fiscal  year  1969  for  grants  for  planning 
model  cities  programs.  Amounts  authorized  but  not  appropriated  are 
made  available  for  appropriation  for  any  succeeding  fiscal  year 
commencing  prior  to  July  1,  1970. 

Urban  renewal  demonstration  grant  program 

Urban  renewal  demonstration  grants  are  authorized  to  be  made  to 
nonprofit  organizations.  Under  prior  law  these  grants  were  available 
only  for  public  bodies. 

The  limit  on  the  amount  of  urban  renewal  demonstration  grants 
is  increased  from  two-thirds  of  the  cost  of  the  undertakings  to  90 
percent  of  the  cost.  The  amount  of  funds  available  for  these  grants 
is  increased  from  $10  million  to  $20  million. 

Authorization  for  urban  information  and  technical  assistance  service 
program 

The  authorization  for  grants  to  States  to  assist  in  the  provision  of 
urban  information  and  technical  assistance  is  increased  by  $5  million 
for  fiscal  year  1969,  and  by  $15  million  for  fiscal  year  1970.  Amounts 
authorized  foi  these  grants  but  not  appropriated  are  authorized  to  be 
appropriated  for  any  succeeding  fiscal  year  commencing  prior  to  July 
1,  1970. 

Advances  in  technology  in  housing  and  urban  development 

Such  sums  as  may  be  necessary  are  authorized  to  be  appropriated, 
commencing  with  fiscal  year  1969,  for  studies  of  new  and  improved 
techniques  and  methods  of  applying  advances  in  technology  to  housing 
construction  and  rehabilitation,  and  to  urban  development.  Four- 
year  contracts  are  authorized  for  such  studies  rather  than  2-year  con¬ 
tracts  as  heretofore  authorized. 

College  housing 

The  college  housing  direct  loan  program  is  expanded  to  add  a  new 
program  to  provide  financial  assistance  by  means  of  annual  debt  service 
grants.  The  new  grant  program  is  to  be  used  to  reduce  the  borrower’s 
annual  debt  service  payments  on  private  market  loans  to  the  average 
annual  debt  service  that  would  have  been  required  if  the  loan  were 
based  on  the  rate  charged  on  loans  under  the  direct  loan  program.  An¬ 
nual  grants  can  be  made  over  a  fixed  period  up  to  40  years.  Annual 
grant  contracts  for  assistance  payments  are  authorized,  subject  to 
approval  in  appropriation  acts,  in  the  amount  of  $10  million  in  this 
fiscal  year  which  amount  is  increased  Uy  $10  million  on  July  1,  1969. 
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Both  the  loan  and  new  grant  program  are  made  available  for  the 
purchase  of  existing  properties  which  are  in  need  of  little  or  no  re¬ 
habilitation. 

Federal-State  training  programs 

The  Federal-State  training  program  is  broadened  to  permit  grants 
to  States  for  the  training  of  subprofessional  (heretofore  limited  to 
professional)  persons  who  will  be  employed  in  the  field  of  housing  as 
well  as  community  development.  The  trainees  may  be  trained  for 
employment  by  private  nonprofit  organizations  which  have  respon¬ 
sibility  for  housing  and  community  development  programs,  in  addi¬ 
tion  to  public  organizations.  Guam,  American  Samoa,  and  the  Trust 
Territory  of  the  Pacific  Islands  are  made  eligible  for  grants  under  the 
program. 

Additional  Assistant  Secretary  oj  Housing  and  Urban  Development 

An  additional  Assistant  Secretary  of  Housing  and  Urban  Develop¬ 
ment  is  authorized. 

Self-help  studies 

Grants  are  authorized  to  be  made  under  the  low-income  housing 
demonstration  program  for  studies  of  self-help  in  the  construction, 
rehabilitation,  and  maintenance  of  housing  for  low-income  persons 
and  families  and  the  methods  of  selecting,  involving,  and  directing 
them  in  self-help  activities.  The  Secretary  of  HUD  is  required  to  re¬ 
port  to  Congress  within  1  year  on  the  results  of  any  such  studies. 

Savings  and  loan  associations 

Federal  savings  and  loan  associations  are  authorized  to  refer  to 
their  share  accounts  as  “savings  deposits”  and  to  borrow  through  the 
issuance  of  bonds  and  other  obligations. 

Their  lending  and  investment  powers  are  liberalized  and  broadened 
by  authorizing  them  to  invest  in: 

Time  deposits,  certificates  or  accounts  in  banks  insured  by  the 
FDIC; 

Loans  to  finance  mobile  homes; 

Unsecured  loans  not  exceeding  $5,000  to  finance  the  construc¬ 
tion  of  new  structures  relating  to  residential  use; 

Loans  not  exceeding  $5,000  for  the  equipping  of  homes; 

Loans  guaranteed  by  AID  on  housing  projects  located  in 
developing  countries  outside  of  Latin  American;  and 

Loans  to  federally  supervised  financial  institutions  or  brokers 
or  dealers  registered  with  the  SEC,  if  the  loans  are  secured  by 
loans,  obligations  or  investments  in  which  the  Federal  association 
has  statutory  authority  to  invest  directly. 

Federal  Home  Loan  Bank  Act 

Federal  home  loan  banks  are  authorized  to  invest  in  housing  project 
loans  guaranteed  under  the  Foreign  Assistance  Act  of  1961. 

Federal  Reserve  Act 

Section  24  of  the  Federal  Reserve  Act  is  amended  to  authorize 
construction  loans  by  national  banks  up  to  36  months  in  length 
(previously  limited  to  24  months)  as  an  exception  to  the  limitation  on 
real  estate  loans. 
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National  banks  are  permitted  to  continue  to  purchase  participations 
in  existing  mortgages,  and  it  is  made  clear  that  loans  by  national  banks 
are  not  to  be  considered  as  real  estate  loans  where  the  bank  looks 
primarily  for  repayment  out  of  security  other  than  real  estate. 
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SECTION-BY-SECTION  SUMMARY  OF  THE  HOUSING  AND 
URBAN  DEVELOPMENT  ACT  OF  1968 

The  first  section  provides  that  the  bill  may  be  cited  by  its  short 
title — the  “Housing  and  Urban  Development  Act  of  1968.” 

Section  2.  Declaration  of  'policy 

In  this  section  the  Congress  reaffirm  the  national  housing  goal — “a 
decent  home  and  a  suitable  living  environment  for  every  American 
family” — but  finds  that  the  goal  has  not  been  fully  realized  for  many 
lower  income  families  although  the  necessary  resources  and  capabili¬ 
ties  exist  in  the  public  and  private  sectors  of  the  economy.  The  Con¬ 
gress  declares  that  the  highest  priority  and  emphasis  should  be  given 
to  meeting,  with  full  utilization  of  private  enterprise  and  individual 
self-help,  the  housing  needs  of  those  families  for  which  the  national 
goal  has  not  become  a  reality. 

Section  3.  Jobs  in  housing ;  employment  opportunities  for  lower  in¬ 
come  persons  in  connection  with  assisted  projects 

This  section  provides,  in  connection  with  housing  assisted  under  the 
section  221(d)(3)  below-market  interest  rate  program,  the  low-rent 
public  housing  program,  and  the  rent  supplement  program,  and  under 
the  new  section  235  and  236  programs  added  by  the  act,  that  the 
Secretary : 

(1)  require,  in  consultation  with  the  Secretary  of  Labor,  that  to 
the  greatest  extent  feasible  training  and  employment  opportuni¬ 
ties  arising  in  connection  with  the  planning,  construction,  rehabil¬ 
itation,  and  operation  of  such  housing  be  given  to  lower  income 
residents  residing  in  the  area  of  such  housing;  and 

(2)  require,  in  consultation  with  the  Administrator  of  the 
Small  Business  Administration,  that  to  the  greatest  extent  feasi¬ 
ble  contracts  for  work  be  awarded,  where  appropriate,  to  business 
concerns  located  in  or  substantially  owned  by  persons  residing  in 
the  area  of  such  housing. 

Section  Jj.  Improved  architectural  design  in  Government  housing  pro¬ 
grams 

In  this  section  the  Congress  finds  that  Federal  housing  aids  have  not 
contributed  fully  to  the  objective  of  improvement  in  architectural 
standards,  although  better  architectural  design  in  federally  assisted 
housing  is  possible  even  within  necessary  budget  limitations.  The  Con¬ 
gress  declares  that  emphasis  in  low  and  moderate  income  housing 
programs  should  be  given  (consistent  with  prudent  budgeting)  to  this 
objective. 

Section  5.  Annual  report  on  areas  of  program  administration  and 
management  which  require  improvement 

This  section  requires  the  Secretary  of  HUD  to  make  a  report,  as 
early  as  practicable  in  each  of  calendar  years  1969  and  1970,  to  the 
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Senate  and  House  Committees  on  Banking  and  Currency  identifying 
specific  areas  of  program  administration  and  management  which  re¬ 
quire  improvement,  describing  actions  taken  and  proposed  for  the  pur¬ 
pose  of  making  such  improvements,  and  recommending  such  legislation 
as  may  be  necessary  to  accomplish  such  improvements. 

TITLE  I — LOWER  INCOME  HOUSING 

Section  101.  Homeowner  ship  for  lower  income  families 

Subsection  (a)  adds  to  title  II  of  the  National  Housing  Act  a  new 
section  235,  establishing  for  lower  income  families  a  homeownership 
assistance  program  providing  for  periodic  assistance  payments  to 
mortgagees  on  behalf  of  homeowners  where  the  mortgage  involved 
is  insured  under  subsection  (i)  or  (j)  (4)  of  the  new  section  (or,  in 
certain  cases,  is  insured  under  the  new  section  237  added  by  section 
102  of  the  act),  or  on  behalf  of  cooperative  members  in  a  new  or 
•rehabilitated  project  which  is  financed  with  a  mortgage  insured  under 
section  213  of  the  National  Housing  Act.  Assistance  payments  under 
the  new  program  cannot  exceed  the  difference  between  the  required 
monthly  mortgage  payment  for  principal,  interest,  taxes,  insurance, 
and  mortgage  insurance  premium  and  20  percent  of  the  homeowner’s 
monthly  income  (determined  with  a  $300  deduction  for  each  minor 
person  in  the  family  and  without  regard  to  any  income  of  such  minor, 
and  recertified  at  least  every  2  years)  or,  if  less,  the  difference  between 
the  required  monthly  mortgage  payment  for  principal,  interest,  and 
and  mortgage  insurance  premium  and  the  monthly  payment  for  prin¬ 
cipal  and  interest  which  would  have  been  required  if  the  mortgage 
bore  interest  at  the  rate  of  1  percent.  Assistance  payments  can  be  con¬ 
tinued  on  resale  where  the  mortgage  is  insured  under  subsection  ( j )  (4) 
if  the  purchaser  assumes  the  mortgage  and  is  approved  for  such  pay¬ 
ments,  or  where  an  otherwise  eligible  cooperative  member  receives  his 
membership  by  transfer  from  an  initial  member  who  received  assist¬ 
ance  payments. 

The  assistance  payment  is  available  on  behalf  of  a  purchaser  having 
an  income,  at  the  time  of  his  initial  occupancy,  not  in  excess  of  135  per¬ 
cent  of  the  maximum  income  limits  that  can  be  established  in  the  area 
for  initial  occupancy  in  public  housing  dwellings,  except  that  up  to  20 
percent  of  the  contract  funds,  authorized  in  appropriation  acts,  can  be 
used  to  assist  families  with  incomes  above  these  limits  but  not  in  excess 
of  90  percent  of  the  income  limits  for  occupancy  in  a  section  221(d)  (3) 
BMIR  project.  These  limitations  are  to  be  administered  so  as  to  accord 
a  preference  to  those  families  whose  incomes  are  within  the  lowest 
practicable  limits  for  achieving  homeownership  with  assistance  under 
this  section.  A  deduction  of  $300  for  each  minor  person  in  the  family 
is  permitted  in  calculating  income  for  purposes  of  determinig  eligi¬ 
bility,  and  any  income  of  such  minors  is  also  to-  be  disregarded  for 
this  purpose.  The  Secretary  is  to  report  annually  to  the  Banking  and 
Currency  Committees  with  respect  to  income  levels  of  families  assisted. 

The  new  section  235  (in  subsections  (i)  and  (j))  establishes  two 
new  mortgage  insurance  programs.  Under  subsection  (i),  the  Secre¬ 
tary  of  HUD  is  authorized  to  insure  a  mortgage,  executed  by  a  mort¬ 
gagor  eligible  for  periodical  assistance  payments,  which  satisfies  the 
requirements  of  section  221(d)  (2)  and  involves  a  single  family  dwell- 
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ing  which  has  been  approved  by  the  Secretary  prior  to  the  beginning 
of  construction  or  substantial  rehabilitation  or  a  two-family  dwelling, 
one  of  the  units  of  which  is  to  be  occupied  by  the  owner,  if  the  dwelling 
is  purchased  with  the  assistance  of  a  nonprofit  organization  and  is 
approved  by  the  Secretary  prior  to  the  beginning  of  substantial  reha¬ 
bilitation.  A  mortgage  which  satisfies  the  requirements  of  section  234 
(c)  of  the  National  Housing  Act  would  also  be  eligible  for  insurance 
if  it  involves  a  one-family  unit  in  a  condominium  project  which  is 
released  from  a  multifamily  project,  the  construction  or  substantial 
rehabilitation  of  which  has  been  completed  within  2  years  prior  to 
the  filing  of  the  application  for  assistance  payments  with  respect  to 
such  family  unit  and  the  unit  has  had  no  previous  occupant  other  than 
the  mortgagor.  A  mortgage  which  satisfies  the  requirements  of  either 
section  221(d)  (2)  or  section  234(c)  may  be  insured  without  regard  to 
the  general  requirement  that  the  construction  or  substantial  rehabilita¬ 
tion  of  the  dwelling  or  family  unit  must  have  been  approved  by  the 
Secretary  if:  (1)  the  mortgagor  qualifies  as  a  displaced  family,  a 
family  which  includes  five  or  more  minor  persons,  or  a  family  occupy¬ 
ing  low-rent  public  housing;  (2)  assistance  payments  have  been  made 
on  behalf  of  the  previous  owner  of  the  dwelling  unit  with  respect  to 
a  mortgage  insured  under  subsection  (j)(4);  or  (3)  the  mortgage 
involves  a  dwelling  unit  in  an  existing  project  covered  by  a  mortgage 
insured  under  the  new  section  236  or  a  project  with  respect  to  which 
rent  supplement  payments  have  been  made  under  section  101  of  the 
Housing  and  Urban  Development  Act  of  1965.  The  same  requirements 
that  apply  to  the  insurance  of  a  mortgage  on  a  one-family  unit  in  a 
condominium  project  also  apply  to  the  making  of  assistance  payments 
with  respect  to  a  unit  in  a  Cooperative  project  with  the  same  exemp¬ 
tions  for  displaced  families,  families  with  five  or  more  minors,  and 
families  living  in  low-rent  public  housing.  Notwithstanding  the  gen¬ 
eral  prohibition  against  making  assistance  payments  with  respect  to 
existing  properties,  25  percent  of  the  amount  of  contracts  made  before 
July  1,  1969,  could  apply  to  existing  housing,  with  this  decreasing  to 
15  percent  of  the  amount  of  contracts  made  in  the  following  year,  and 
10  percent  in  the  third  year.  Included  within  these  percentages  would 
be  any  contracts  for  payments  entered  into  with  respect  to  the  insur¬ 
ance  of  mortgages  for  standard  dwelling  units  not  in  need  of  rehabili¬ 
tation  purchased  by  a  nonprofit  organization  or  a  public  body  or 
agency  with  assistance  of  a  mortgage  insured  under  subsection  (j)  (1) 
and  sold  with  a  mortgage  insured  under  subsection  ( j )  (4) . 

Mortgage  limits  are  $15,000,  ($17,500  in  high-cost  areas),  or  $17,500 
(and  $20,000)  for  families  of  five  or  more.  Minimum  downpayment 
is  $200  for  families  with  incomes  not  in  excess  of  135  percent  of  the 
maximum  income  limits  that  can  be  established  in  the  area  for  initial 
occupancy  in  public  housing  dwellings  and  3  percent  in  other  cases. 

Under  the  new  subsection  (j) ,  the  Secretary  is  authorized  to  insure 
a  mortgage  executed  by  a  nonprofit  organization  or  a  public  body  or 
agency  to  finance  the  purchase  (and  rehabilitation  if  necessary)  of 
housing  in  viable,  or  potentially  viable,  areas  for  resale  to  lower  income 
families  who  are  eligible  for  assistance  payments.  The  housing  must 
include  four  or  more  one-family  dwellings  (or  two- family  dwellings, 
one  unit  of  which  is  to  be  occupied  by  the  owner) ,  or  four  or  more  one- 
family  units  in  a  condominium  project,  in  any  case  where  rehabili- 
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tation  is  involved.  Under  subsection  (j)(4)  the  Secretary  is  author¬ 
ized  to  insure  the  individual  mortgages  given  to  finance  the  resale 
of  the  housing  to  lower  income  persons  after  its  purchase  and 
the  completion  of  any  necessary  rehabilitation.  The  Secretary  is 
authorized  to  pay  on  behalf  of  the  nonprofit  mortgagor  the  dif¬ 
ference  between  the  required  monthly  payment  for  principal,  in¬ 
terest,  and  mortgage  insurance  premium  under  the  blanket  mortgage 
and  the  monthly  payment  for  principal  and  interest  which  would  have 
been  required  if  the  mortgage  bore  interest  at  the  rate  of  1  percent. 

The  aggregate  amount  of  assistance  payment  contracts  as  approved 
in  appropriation  acts  could  not  initially  exceed  $75  million,  which 
limit  would  be  increased  by  $100  million  on  July  1,  1969,  and  by  an 
additional  $125  million  on  July  1,  1970.  (A  reasonable  portion  of  this 
authority  is  to  be  transferred  to  the  Secretary  of  Agriculture  for  use 
in  rural  areas  and  small  towns.) 

Subsection  (b)  of  section  101  makes  conforming  changes  in  the 
FHA  section  221(d)(2)  program,  and  permits  a  mortgagor  under 
section  221(d)  (2)  and,  therefore,  under  section  235  to  contribute  the 
value  of  his  labor  toward  his  equity  in  the  housing  involved. 

Subsection  (c)  amends  the  FHA  section  221(h)  program  to  allow 
the  Secretary  to  reduce  the  interest  rate  thereunder  to  as  low  as  1  per¬ 
cent  where  the  purchaser’s  low  income  justifies  it,  with  periodic  ad¬ 
justments  between  1  and  3  percent  to  reflect  changes  in  the  home¬ 
owner’s  income ;  to  increase  the  total  amount  of  insurance  which  may 
be  outstanding  thereunder  for  mortgages  of  nonprofit  organizations 
from  $20  million  to  $50  million;  and  to  establish  a  program,  to  ex¬ 
pire  1  year  after  enactment,  for  the  insurance  of  mortgages  given  to 
finance  the  rehabilitation  or  improvement  of  a  single-family  dwell¬ 
ing  purchased  by  the  owner-occupant  from  a  nonprofit  organization 
along  with  any  existing  indebtedness.  Under  this  new  program,  the 
maximum  mortgage  amount  is  $15,000,  and  the  interest  rate  can  be 
as  low  as  1  percent,  with  periodic  adjustments  between  1  and  3  per¬ 
cent  to  reflect  changes  in  the  homeowner’s  income  (but  the  interest 
rate  would  increase  to  the  highest  possible  section  221  rate  if  the  owner 
sells  the  property  to  anyone  except  a  nonprofit  organization,  a  low- 
rent  public  housing  agency,  or  another  approved  low-income  pur¬ 
chaser)  .  It  also  permits  the  purchase  of  any  individual  dwelling  sold 
by  a  nonprofit  organization  pursuant  to  section  221(h)  to  be  covered 
by  a  mortgage  insured  under  the  new  section  235  ( j )  (4) . 

Subsection  (d)  makes  the  labor  standards  provisions  of  section  212 
of  the  National  Housing  Act  applicable  to  housing  financed  with 
blanket  mortgages  under  the  new  section  235  ( j ) (1) . 

Subsection  (e)  authorizes  the  Secretary  (directly  or  by  contract) 
to  provide  budget,  debt  management,  and  related  counseling  services 
to  mortgagors  whose  mortgages  are  insured  under  subsection  (i)  or 
(j)  (4)  of  the  new  section  235. 

Section  10%.  Credit  assistance 

This  section  authorizes,  through  a  new  section  237  of  the  National 
Housing  Act,  FHA  mortgage  insurance  for  those  families  of  low  and 
moderate  income  who  cannot  qualify  for  mortgage  insurance  under 
existing  FHA  housing  programs  because  of  their  credit  histories  or 
irregular  income  patterns,  but  who  the  Secretary  of  HUD  finds  are 
reasonably  satisfactory  credit  risks  and  capable  of  homeownership  with 
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the  assistance  of  budget,  debt  management  and  related  counseling.  The 
Secretary  of  HUD  [directly  or  by  contract)  is  authorized  to  provide 
such  counseling  services  to  mortgagors  as  well  as  to  prospective  home- 
owners  who  lack  sufficient  funds  to  supply  a  downpayment. 

Mortgages  insured  under  this  program  would  have  to  meet  the  basic 
requirements  under  one  of  the  various  FHA  home  mortgage  programs 
(including  the  new  programs  authorized  by  sec.  235.  and  sec.  221  (i) ). 
The  credit  and  income  requirements  of  the  particular  section  would 
not  apply,  however,  and  the  principal  obligation  of  the  mortgage  could 
not  exceed  $15,000  ($17,500  in  high-cost  areas).  However,  the  lower 
mortgage  limits  prescribed  under  subsections  (h)  and  (i)  of  section  203 
would  govern,  when  mortgage  insurance  is  sought  pursuant  to  them. 

Insurance  would  not  be  authorized  under  section  237  unless  the 
monthly  mortgage  payments  for  principal  and  interest,  including  pay¬ 
ments  for  local  real  estate  taxes,  could  be  paid  with  25  percent  or  less 
of  the  mortgagor’s  average  monthly  income,  computed  over  the  pre¬ 
vious  year  or  the  previous  3  years,  whichever  is  higher.  The  interest 
rates  and  mortgage  insurance  premiums  would  be  the  same  as  those 
under  the  existing  programs. 

Preference  under  the  new  program  would  be  given  to  families  living 
in  public  housing  and  especially  those  required  to  leave  because  their 
incomes  have  risen  beyond  the  maximum  prescribed  by  the  local  hous¬ 
ing  authority,  as  well  as  those  eligible  for  public  housing  residence  who 
have  been  displaced  from  federally  assisted  urban  renewal  areas. 

The  principal  balance  of  all  mortgages  insured  under  section  237 
and  outstanding  at  any  one  time  is  limited  to  $200  million. 

Section  103.  Relaxation  of  mortgage  insurance  requirements  in  certain 
urban  neighborhoods 

This  section  amends  section  223  of  the  National  Housing  Act  to 
permit  insurance  of  mortgages  financing  the  repair,  rehabilitation, 
construction,  or  purchase  of  property  in  an  older,  declining  urban  area, 
where  such  mortgages  do  not  meet  all  of  the  normal  eligibility  require¬ 
ments  for  insurance  because  of  the  nature  of  the  area.  The  property 
must  be  an  acceptable  risk  giving  consideration  to  the  need  for  provid¬ 
ing  adequate  housing  for  low  and  moderate  income  families  in  the  area. 
(A  comparable  provision  in  existing  law  which  is  more  limited  (sec. 
203(1) )  is  repealed.) 

Section  101+.  Special  Risk  Insurance  Fund 

This  section  establishes,  through  a  new  section  238  of  the  National 
Housing  Act,  a  “Special  Risk  Insurance  Fund,”  which  would  not  be 
intended  to  be  actuarially  sound  and  out  of  which  claims  would  be 
paid  on  mortgages  insured  under  the  new  sections  235 — homeowner- 
ship  assistance;  236 — assistance  for  rental  and  cooperative  housing; 
and  237 — credit  assistance;  as  well  as  those  mortgages  insured  pur¬ 
suant  to  the  authority  contained  in  the  amendments  to  section  223 — 
properties  in  older,  declining  urban  areas  and  section  233 — develop¬ 
ment  of  new  technologies  for  lower  income  housing. 

The  fund  would  be  established  with  a  $5  million  advance  from  the 
general  insurance  fund,  which  would  be  repayable  at  such  time  and  at 
such  interest  rates  as  the  Secretary  of  HUD  deemed  appropriate.  Ap¬ 
propriations  to  the  fund  would  be  authorized  to  cover  any  losses  sus¬ 
tained  by  the  fund  in  carrying  out  the  mortgage  insurance  obligations 
of  these  programs. 
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Insurance  benefits  would  generally  be  similar  to  those  authorized 
for  mortgages  insured  under  section  221  of  the  National  Housing  Act. 
Payments  on  claims  would  be  made  either  in  cash  or  debentures  and 
could  be  in  an  amount  equal  to  the  unpaid  principal  balance  of  the 
loan  plus  any  accrued  interest  and  any  advances  made  by  the  mortga¬ 
gee  with  approval  of  the  Secretary  and  under  the  provisions  of  the 
mortgage,  where  permitted  in  the  regulations  prescribed  by  the  Secre¬ 
tary.  Income  such  as  insurance  premiums  and  service  charges  in 
connection  with  the  covered  programs  would  be  deposited  in  the  new 
fund.  Administrative  expenses  in  connection  with  these  programs  and 
expenses  incurred  with  respect  to  defaults  would  be  charged  to  the 
fund. 

Section  105.  Condominium  and  cooperative  ownership  for  low  and 
moderate  income  families 

Subsection  (a)  adds  to  section  221  of  the  National  Housing  Act 
two  new  subsections  ( (i)  and  (j) )  to  permit  section  221(d)  (3)  below- 
market  interest  rate  rental  projects  to  be  converted  to  condominium 
or  cooperative  ownership.  The  new  subsection  (i)  permits  the  conver¬ 
sion  of  such  a  project  to  a  plan  of  family  unit  ownership,  and  author¬ 
izes  the  Secretary  of  HUD  to  insure  mortgages  financing  the  purchase 
of  the  individual  units  by  persons  whose  income  is  within  the  section 
221(d)  (3)  limits  at  prices  not  exceeding  the  appraised  value  of  the 
property  involved.  The  interest  rate  Would  be  determined  by  the  Secre¬ 
tary,  but  could  not  be  less  than  the  below-market  rate  and  would  be 
increased  to  reflect  increases  in  the  mortgagor’s  income  or  upon  the 
termination  of  the  mortgagor’s  occupancy  of  the  unit  otherwise  than 
through  sale  to  an  approved  nonprofit  purchaser  or  a  low  or  moderate 
income  purchaser  whose  income  is  within  the  section  221  (d)(3)  limits. 
The  new  subsection  (j)  permits  the  conversion  of  such  a  project  to  co¬ 
operative  ownership,  and  authorizes  the  Secretary  to  insure  mortgages 
financing  the  purchase  of  such  projects  by  cooperatives  whose  member¬ 
ship  consists  of  families  whose  incomes  are  within  the  limits  prescribed 
for  section  221(d)(3)  below-market  interest  rate  projects;  the  prin¬ 
cipal  obligation  of  the  mortgage  could  not  exceed  the  appraised  value 
of  the  property  for  continued  use  as  a  cooperative. 

Subsection  (b)  and  (c)  amend  section  221(g)  of  such  act  to  make 
section  221 ’s  insurance  payment  provisions  applicable  to  mortgages 
insured  under  the  new  programs. 

Subsection  (d)  amends  section  221(f)  of  such  act  to  permit,  with 
respect  to  mortgages  insured  under  the  new  programs,  the  same  dis¬ 
cretionary  full  or  partial  waiver  of  the  mortgage  insurance  premium 
as  is  presently  provided  for  mortgages  insured  under  section  221(d) 
(3)  and  (h). 

Section  106.  Assistance  to  nonprofit  sponsors  of  low  and  moderate 
income  housing 

Subsection  (a)  authorizes  the  Secretary  of  HUD  (directly  or  by 
contract)  to  provide  information,  advice,  and  technical  assistance  with 
respect  to  the  construction,  rehabilitation,  and  operation  of  low  and 
moderate  income  housing  by  nonprofit  organizations. 

Subsection  (b)  authorizes  the  Secretary  to  make  80-percent  interest- 
free  loans  to  nonprofit  organizations  from  a  newly  created  revolving 
fund  to  cover  preconstruction  costs  in  connection  with  low  and  mod¬ 
erate  income  housing  undertakings,  unde^federally  assisted  programs. 
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Appropriations  to  the  revolving  fund  are  authorized  in  amounts  not 
exceeding  $7.5  million  for  fiscal  year  1969  and  $10  million  for  fiscal 
year  1970.  Loans  under  the  program  would  normally  be  repaid  when 
the  project  involved  is  permanently  financed,  but  the  Secretary  is 
authorized  to  cancel  any  part  of  such  a  loan  which  cannot  be  recov¬ 
ered  from  the  proceeds  of  the  permanent  financing. 


Section  107.  National  Home, ownership  Foundation 

Subsection  (a)  creates  a  Government-chartered  nonprofit  private 
corporation  known  as  the  National  Homeownership  Foundation  to 
carry  out  a  continuing  program  of  encouraging  private  and  public 
organizations  at  all  levels  to  provide  increased  homeownership  and 
housing  opportunities  in  urban  and  rural  areas  for  lower  income 
families. 

Subsection  (b)  provides  for  the  administration  of  the  foundation 
by  a  board  of  directors  consisting  of  18  members ;  15  are  to  be  appointed 
by  the  President,  and  the  other  three  are  the  Secretary  of  HUD,  the 
Secretary  of  Agriculture,  and  the  Director  of  OEO.  The  board  will 
appoint  an  executive  director  as  the  foundation’s  executive  officer. 

Subsection  (c)  directs  the  foundation  to  assist  public  and  private 
organizations  in  initiating,  developing,  and  conducting  programs 
to  expand  homeownership  and  housing  opportunities  for  lower 
income  families. 

Subsection  (d)  authorizes  the  foundation  to  make  grants  and  loans 
to  public  and  private  organizations  carrying  out  homeownership  and 
housing  opportunity  programs  for  lower  income  families  to  help  defray 
organizational  and  administrative  expenses,  pay  for  certain  necessary 
preconstruction  costs,  and  pay  for  the  cost  of  programs  providing 
counseling  or  similar  services  to  lower  income  families  for  whom 
housing  is  being  provided.  To  be  eligible  for  a  grant  or  loan  the 
organization  must  show  that  the  funds  requested  are  not  otherwise 
available  from  Federal  sources. 

Subsection  (e)  directs  the  foundation  to  coordinate  its  activities 
and  consult  with  the  Department  of  HUD  and  other  Federal  agencies. 

Subsection  (f)  directs  the  foundation  to  submit  an  annual  report  to 
the  President  and  the  Congress. 

Subsection  (g)  provides  for  a  GAO  audit  of  the  foundation’s  finan¬ 
cial  transactions. 

Subsection  (h)  provides  for  the  deposit  of  the  foundation’s  funds 
in  financial  institutions  actively  engaged  in  housing  activities  for 
lower  income  families. 

Subsection  (i)  authorizes  the  appropriation  to  the  foundation  of 
$10  million  to  carry  out  its  activities.  (The  foundation  is  authorized 
in  subsection  (a)  (6)  to  receive  donations  and  grants  from  individuals 
and  from  public  and  private  organizations,  foundations,  and  agencies.) 

Section  108.  New  technologies  in  the  development  of  housing  for  lower 
income  families 


Subsection  (a)  directs  the  Secretary  of  HUD  to  institute  a  program 
under  which  qualified  public  and  private  organizations  will  submit 
plans  for  the  development  of  housing  for  lower  income  families,  using 
new  and  advanced  technologies,  on  Federal  land  made  available  for 
that  purpose  or  other  land  which  is  suitable. 
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Subsection  (b)  directs  the  Secretary  to  approve  up  to  five  plans 
utilizing  new  housing  technologies  which  are  submitted  to  him  under 
the  program,  considering  (among  other  things)  the  potential  of  the 
technology  employed  and  the  ability  of  the  organization  submitting 
the  plan  to  produce  at  least  1,000  dwelling  units  a  year  utilizing  that 
technology. 

Subsection  (c)  directs  the  Secretary  to  seek  to  achieve  the  construc¬ 
tion  of  at  least  1?000  dwelling  units  a  year  over  a  5-year  period  for 
each  of  the  various  types  of  technologies  proposed  in  the  plans 
approved. 

Subsection  (d)  authorizes  the  transfer  to  the  Secretary  of  certain 
Federal  land  which  is  excess  property  for  use  in  carrying  out  the 
program. 

Subsection  (e)  directs  the  Secretary  to  report  at  the  earliest  prac¬ 
ticable  date  with  respect  to  projects  assisted  under  the  program,  to¬ 
gether  with  his  recommendations. 

Subsection  (f)  amends  section  233  of  the  National  Housing  Act 
to  authorize  FHA  insurance  of  mortgages  covering  projects  carried 
out  under  the  new  program.  It  also  makes  the  same  benefits  (e.g., 
interest  subsidies)  with  respect  to  any  mortgage  insured  under  section 
233  as  would  have  been  available  under  the  basic  section  of  the  act 
pursuant  to  which  it  is  insured. 

Section  109.  Insurance  'protection  for  homeowners 

This  section  authorizes  the  Secretary  of  HUD  (in  cooperation  with 
the  private  insurance  industry)  to  develop  a  plan  for  the  establishment 
of  an  insurance  program  to  help  homeowners  in  meeting  mortgage 
payments  in  times  of  personal  economic  adversity,  and  directs  him  to 
submit  to  the  Congress  within  6  months  (after  consulting  with  other 
Federal  agencies  and  instrumentalities  which  insure  or  guarantee  home 
mortgages)  a  report  thereon  together  with  his  recommendations. 

Section  110.  National  Advisory  Commission  cm  Low-Income  Housing 

This  section  establishes  a  National  Advisory  Commission  on  Low- 
Income  Housing  to  undertake  a  comprehensive  study  and  investiga¬ 
tion  of  the  resources  and  capabilities  in  the  public  and  private  sectors 
of  the  economy  which  may  be  used  to  fulfill  more  completely  the  objec¬ 
tives  of  the  national  goal  of  “a  decent  home  and  a  suitable  living  en¬ 
vironment  for  every  American  family,”  particularly  as  such  goal 
relates  to  low-income  families.  The  Commission  is  directed  to  submit 
to  the  President  and  the  Congress  an  interim  report  with  respect  to 
its  findings  and  recommendations  not  later  than  July  1,  1969,  and  a 
final  report  not  later  than  July  1, 1970. 

TITLE  n — RENTAL  HOUSING  FOR  LOWER  INCOME  FAMILIES 

Part  A — Private  Housing 

Section  201.  Rental  and  cooperative  housing  for  lower  income  families 

Subsection  (a)  adds  to  title  II  of  the  National  Housing  Act  a  new 
section  236,  establishing  for  lower  income  families  a  rental  and  coop¬ 
erative  housing  assistance  program,  under  which  interest  reduction 
payments  will  be  made  to  the  mortgagee  to  reduce  the  monthly  pay¬ 
ment  which  the  owner  of  a  rental  or  cooperative  project  is  required 
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to  pay  for  principal,  interest,  and  mortgage  insurance  premiums  under 
the  mortgage  covering  the  project  to  that  amount  which  would  be 
required  for  principal  and  interest  if  the  mortgage  bore  interest  at  the 
rate  of  1  percent.  The  mortgage  must  be  insured  under  subsection  ( j )  of 
the  new  section  (except  that  certain  projects  which  are  owned  by  pri¬ 
vate  nonprofit  entities,  limited-dividend  entities,  or  cooperative  hous¬ 
ing  corporations  and  are  financed  through  State  or  local  assistance  pro¬ 
grams  may  also  be  approved,  prior  to  the  completion  of  construction 
or  substantial  rehabilitation,  for  interest  reduction  payments  under  the 
new  section) . 

Each  tenant  or  cooperative  member  would  pay  either  a  basic  rental 
charge  (determined  on  the  basis  of  operating  the  project  with  a  1-per¬ 
cent  mortgage)  or  such  greater  amount  as  represented  25  percent  of 
his  income  (determined  with  a  $300  deduction  for  each  minor  person 
in  the  family  and  without  regard  to  any  income  of  such  minor,  and 
recertified  at  least  every  2  years) ,  but  not  in  excess  of  the  fair  market 
rental  charge.  Any  amounts  collected  in  excess  of  the  basic  rental 
charge  would  be  returned  to  the  Secretary  and  placed  in  a  revolving 
fund  for  use  in  making  other  interest  reduction  payments. 

Tenants  of  these  projects  who  pay  less  than  the  fair  market  rental 
charge  for  their  units  would  generally  have  to  have  incomes,  at  the 
time  of  the  initial  rent-up  of  the  projects,  not  in  excess  of  135  percent 
of  the  maximum  income  limits  that  could  be  established  in  the  area 
for  initial  occupancy  in  public  housing  dwellings.  However,  up  to  20 
percent  of  the  contract  funds,  authorized  in  appropriation  acts,  may 
be  made  available  for  projects  in  which  some  or  all  the  units  will  be 
occupied,  at  the  time  of  the  initial  rent-up,  by  tenants  whose  incomes 
exceed  the  above  limit  but  do  not  exceed  90  percent  of  the  income 
limits  for  occupancy  of  section  221(d)  (3)  BMIR  projects.  These  limi¬ 
tations  are  to  be  administered  so  as  to  accord  a  preference  to  those 
families  whose  incomes  are  within  the  lowest  practicable  limits  for 
obtaining  rental  accommodations  in  projects  assisted  under  this  sec¬ 
tion.  A  deduction  of  $300  for  each  minor  person  in  the  family  is  per¬ 
mitted  in  calculating  income  for  purposes  of  determining  eligibility, 
and  any  income  of  such  minors  is  also  to  be  disregarded  for  this 
purpose.  The  Secretary  is  to  report  annually  to  the  Banking  and  Cur¬ 
rency  Committees  with  respect  to  income  levels  of  families  assisted. 

To  qualify  for  mortgage  insurance  under  this  section,  a  mortgagor 
would  nave  to  be  a  nonprofit  organization,  a  cooperative,  or  a  limited- 
dividend  entity  of  the  types  permitted  under  section  221(d)  (3)  or  (e) 
of  the  National  Housing  Act.  In  addition,  the  mortgage  limitations 
with  respect  to  maximum  mortgage  amount  and  the  amount  of  the 
mortgage  attributable  to  each  dwelling  unit  would  be  the  same  as  those 
for  mortgages  insured  under  section  221(d)  (3) . 

Mortgage  insurance  would  also  be  available  unfler  this  section  to  en¬ 
able  a  cooperative. or  private  nonprofit  organization  to  purchase  a  proj¬ 
ect  from  a  limited-dividend  mortgagor.  In  such  a  case,  the  Secretary  - 
would  be  authorized  to  insure  the  purchaser’s  mortgage  in  an  amount 
not  exceeding  the  appraised  value  of  the  property  at  the  time  of 
purchase  which  value  shall  be  based  upon  a  mortgage  amount  on  which 
the  debt  service  can  be  met  from  the  income  of  the  property  when 
operated  on  a  nonprofit  basis. 

A  project  insured  under  this  section  could  include  such  nondwelling 
facilities  as  the  Secretary  deemed  adequate  and  appropriate  to  serve 
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the  occupants  of  the  project  and  the  surrounding  neighborhood,  as 
long  as  the  project  was  predominantly  residential  and  any  nondwelling 
facilities  contributed  to  the  economic  feasibility  of  the  project,  with 
due  consideration  being  given  to  the  possible  effect  of  the  project’s 
commercial  facilities  on  other  business  enterprises  in  the  community. 

Where  a  project  was  designed  primarily  for  occupancy  by  elderly 
or  handicapped  families  (as  defined  in  sec.  202  of  the  Housing  Act 
of  1959) ,  it  could  include  related  facilities  for  use  of  such  families,  such 
as  dining,  work,  recreation,  and  health  facilities. 

Individuals  of  lower  income  under  62  years  of  age  would  be  eligible 
for  occupancy  in  a  project,  as  long  as  no  more  than  10  percent  of  the 
dwelling  units  in  the  project  was  so  occupied. 

With  the  approval  of  the  Secretary,  a  mortgagor  could  sell  the  indi¬ 
vidual  dwelling  units  to  lower  income  purchasers,  including  elderly  or 
handicapped,  and  these  purchasers  could  qualify  for  individual  assist¬ 
ance  payments  under  the  provisions  of  the  new  section  235. 

The  aggregate  amount  of  interest  reduction  payment  contracts,  as 
approved  in  appropriation  acts,  could  not  initially  exceed  $75  million, 
which  limit  would  be  increased  by  $100  million  on  July  1,  1969,  and 
by  an  additional  $125  million  on  July  1,  1970.  (A  reasonable  portion 
of  this  authority  is  to  be  transferred  to  the  Secretary  of  Agriculture 
for  use  in  rural  areas  and  small  towns.) 

Subsection  (b)  amends  sections  212  and  227  of  the  National  Hous¬ 
ing  Act  to  make  FHA’s  labor  standards  provisions  and  cost  certifica¬ 
tion  provisions  applicable  to  projects  financed  with  mortgages  in¬ 
sured  under  the  new  section  236  program. 

Subsection  (c)  authorizes  the  Secretary  to  transfer  to  the  new  sec¬ 
tion  236  (j )  insurance  program  any  below-market  interest  rate  mort¬ 
gage  approved  but  not  finally  endorsed  under  FHA’s  section  221(d) 
(3)  program. 

Subsection  (d)  authorizes  the  Secretary  to  insure,  under  the  new 
section  236  ( j ) ,  at  any  time  up  to  or  within  a  reasonable  period  after 
project  completion,  any  mortgage  given  to  refinance  a  loan  made 
under  section  202  of  the  Housing  Act  of  1959. 

Subsection  (e)  permits  up  to  20  percent  of  the  units  in  any  one 
project  to  be  occupied  by  tenants  receiving  rent  supplement  benefits 
under  section  101  of  the  Housing  and  Urban  Development  Act  of  1965. 
In  addition,  the  subsection  amends  the  rent  supplement  law  to  permit 
a  deduction  of  $300  for  each  minor  person  in  the  tenant’s  family  for 
purposes  of  determining  the  tenant’s  eligibility  for  assistance  as  well 
as  his  contribution  toward  the  monthly  rental,  and  any  income  of  such 
minors  is  also  to  be  disregarded  for  this  purpose. 

Subsection  (f)  amends  section  207  of  the  Appalachian  Regional 
Development  Act  of  1965  to  reflect  the  new  section  236  program. 

Subsection  (g)  amends  section  305 (i)  of  the  National  Housing  Act 
to  authorize  the  purchase  of  section  236  construction  loans  (as  well  as 
the  section  236  ( j )  mortgages  themselves)  under  FNMA’s  special  assist¬ 
ance  functions. 

Section  202.  Rent  supplement  program 

Subsection  (a)  amends  section  101(a)  of  the  Housing  and  Urban 
Development  Act  of  1965  to  increase  the  contract  authority  available 
for  the  rent  supplement  program  by  $40  million  beginning  with  fiscal 
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year  1970  and  by  an  additional  $100  million  beginning  with  fiscal 
year  1971. 

Subsection  (b)  amends  section  101(b)  of  the  1965  act  to  make  rent 
supplement  payments  available  to  private  nonprofit  entities,  limited 
dividend  entities,  and  cooperative  housing  corporations  which  own 
certain  rental  or  cooperative  housing  projects  financed  with  assistance 
under  a  State  or  local  program  and  which  are  approved  for  rent 
supplement  purposes  prior  to  the  completion  of  the  construction  or 
rehabilitation  involved. 

Part  B — Low-Rent  Public  Housing 

Section  203.  Increased  low-rent  'public  housing  authorization 

Subsection  (a)  amends  section  10(e)  of  the  U.S.  Housing  Act  of 
1937  to  increase  the  authorization  for  annual  contribution  contracts 
under  the  low-rent  public  housing  program  by  $100  million  on  the  date 
of  enactment,  and  by  an  additional  $150  million  on  July  1  in  each  of  the 
years  1969  and  1970. 

Subsection  (b)  amends  section  20  of  the  1937  act  to  modify  the 
method  of  computing  HUD’s  use  of  borrowing  authority  under  the 
public  housing  program,  including  a  provision  allowing  the  President 
to  increase  the  present  $1.5  billion  limit  on  such  authority. 

Section  20 J.  Upgrading  management  and  services  in  public  housing 
projects 

This  section  amends  section  15  of  the  U.S.  Housing  Act  of  1937  to 
authorize  the  Secretary  of  HUD  to  enter  into  grant  contracts  with 
local  housing  authorities  to  assist  them  in  upgrading  their  manage¬ 
ment  activities  and  providing  tenant  services  to  families  living  in  low- 
rent  housing  projects,  with  a  preference  for  programs  providing  for 
maximum  tenant  participation  in  the  development  and  operation  of 
such  tenant  services.  Tenant  services  include :  Counseling  on  household 
management,  housekeeping,  budgeting,  money  management,  child  care, 
and  similar  matters;  advice  as  to  resources  for  job  training  and  place¬ 
ment,  education,  welfare,  health,  and  other  community  services;  serv¬ 
ices  which  are  directly  related  to  meeting  tenant  needs  and  providing 
a  wholesome  living  environment  ;  and  referral  to  appropriate  agencies 
when  necessary  for  the  provision  of  such  services.  Existing  public  and 
private  agencies  would  be  used  for  the  provision  of  such  services  to  the 
maximum  extent  available  and  appropriate.  Appropriations  of  $15 
million  for  fiscal  year  1969  and  $30  million  for  fiscal  year  1970  are 
authorized. 

Section  205.  Purchase  of  units  by  tenants 

This  section  amends  section  15(9)  of  the  U.S.  Housing  Act  of  1937 
to  permit  a  local  housing  authority  to  sell  any  low-rent  housing  unit 
to  a  tenant  if  such  unit  is  suitable  for  individual  ownership.  (Under 
existing  law  tenants  may  purchase  under  this  provision, only  units 
which  are  detached  or  semidetached.) 

Section  206.  Public  housing  in  Indian  areas 

This  section  amends  sections  1  and  10(a)  of  the  U.S.  Housing  Act 
of  1937  to  permit  public  housing  assistance  for  Indian  families  who 
live  on  or  adjacent  to  their  farmland. 
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Section  207.  Limitation  on  high-rise  structures  in  low-rent  public  hous¬ 
ing  projects 

This*  section  amends  section  15  of  the  U.S.  Housing  Act  of  1937  to 
provide  that,  except  in  the  case  of  housing  predominantly  for  the 
elderly,  the  Secretary  is  not  to  approve  high-rise  elevator  projects  for 
families  with  children  unless  there  is  no  practical  alternative. 

Section  208.  Sale  to  tenants  of  low-rent  housing  in  private  accommo¬ 
dations 

This  section  amends  section  23  of  the  U.S.  Housing  Act  of  1937  to 
authorize  a  local  housing  authority  to  purchase  a  structure  containing 
low-rent  housing  in  private  accommodations  for  the  purpose  of  re¬ 
selling  the  structure  to  the  tenant  or  tenants,  or  to  a  group  of  tenants 
occupying  units  aggregating  in  value  at  least  80  percent  of  the  struc¬ 
ture’s  value,  on  such  terms  and  conditions  as  may  be  necessary  to  enable 
the  tenants  involved  to  make  the  purchase  without  undue  financial 
hardship.  Housing  purchased  by  the  local  agency  under  this  provision 
would  not  be  subject  to  the  workable  program  requirement  or  certain 
other  requirements  otherwise  generally  applicable  to  low-rent  housing. 

Section  209.  Additional  subsidy  for  large  families  and  families  of 
unusually  low  income 

This  section  amends  sections  2(2)  and  10(a)  of  the  U.S.  Housing 
Act  of  1937  to  provide  an  additional  annual  $120  subsidy  for  large 
families  (i.e.,  families  with  four  or  more  minors)  and  for  families  of 
unusually  low  income  (i.e.,  families  whose  incomes  are  so  low  that  they 
could  not  be  housed  without  the  additional  subsidy).  Such  an  addi¬ 
tional  subsidy  is  presently  provided  only  for  the  elderly  and  the  dis¬ 
placed. 

Section  210.  Prohibition  against  certain  limitations  on  types  or  cate¬ 
gories  of  low -rent  housing  in  private  accommodations 

This  section  amends  section  23(d)  of  the  U.S.  Housing  Act  of  1937 
to  prohibit  the  Secretary  of  HUD  from  prescribing  by  regulation  any 
limitations  on  section  23  low-rent  housing  in  private  accommoda¬ 
tions,  other  than  the  limitations  specifically  provided  for  in  section  23, 
that  would  prevent  any  t)^pes  or  categories  of  structures  in  an  area 
irom  qualifying  for  use  under  the  section  23  program. 

TITLE  m - FEDERAL  HOUSING  ADMINISTRATION  INSURANCE  OPERATIONS 

Section  SOI.  Mortgage  insurance  premiums  for  servicemen  and  their 

widows 

This  section  amends  section  222  of  the  National  Housing  Act  ta 
permit  the  transfer  to  that  section  of  mortgage  insurance  covering 
a  single-family  dwelling,  or  a  one-family  unit  in  a  condominium 
project,  where  the  mortgage  has  been  assumed  by  a  serviceman, 
so  that  the  mortgage  insurance  premiums  can  be  paid  by  the  Secre¬ 
tary  of  Defense  (or  the  Secretary  of  Transportation)  in  accordance 
with  the  existing  provisions  of  that  section.  It  also  provides  that  the 
payment  of  these  premiums  is  to  continue  on  behalf  of  the  service¬ 
man’s  widow,  when  he  dies  on  active  duty,  for  2  years  beyond  the 
date  of  his  death  or  until  the  date  the  widow  disposes  of  the  property, 
whichever  occurs  first. 
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Section  302.  Modifications  in  terms  of  insured  mortgages  covering 
muZtifamily  projects 

This  section  adds  to  title  II  of  the  National  Housing  Act  a  new 
section  239,  providing  that  the  Secretary  of  HUD  may  consent  to  any 
extension  or  modification  of  an  insured  mortgage  covering  multifam¬ 
ily  housing  only  under  and  in  conformity  with  regulations  prescribed 
by  him.  Such  regulations  must  provide  that  during  the  period  of  any 
such  extension  or  modification  the  mortgagor  will  be  required  to 
place  in  trust  any  income  from  the  project  in  excess  of  its  operating 
needs,  subject  to  criminal  penalties;  except  that  the  Secretary  may 
consent  to  an  extension  or  modification  of  a  mortgage  without  regard 
to  this  requirement  if  he  determines  that  it  would  not  jeopardize  the 
interests  of  the  United  States. 

Section  303.  Condominiums 

Subsection  (a)  amends  section  '234(c)  of  the  National  Housing  Act 
to  authorize  FHA  insurance  for  individual  units  in  a  2-to-ll-unit 
condominum  project  without  requiring  that  the  project  be  first  covered 
by  an  FHA  project  mortgage. 

Subsection  (b)  amends  section  234(c)  of  the  act  to  decrease  from 
25  to  20  percent  the  portion  of  the  value  of  a  unit  in  a  condominium 
project  in  excess  of  $20,000  which  must  be  included  in  the  down- 
payment  (thereby  conforming  the  condominium  formula  to  the 
regular  section  203(b)  program) . 

Subsection  (c)  amends  section  234(f)  of  the  act  to  permit  insurance 
of  a  condominium  project  mortgage  covering  four  or  more  units  (in¬ 
stead  of  five  or  more  as  at  present) . 

Section  30 Jj,.  I nsurance  of  loans  for  purchase  of  fee  simple  title  from 
lessors 

Subsection  (a)  adds  to  title  II  of  the  National  Housing  Act  a  new 
section  240  authorizing  the  Secretary  of  HUD  to  insure  a  loan  made 
to  a  homeowner  to  finance  the  purchase  of  fee  simple  title  to  property 
on  which  his  one-,  two-,  three-,  or  four-family  home  is  located,  in 
cases  where  the  homeowner  has  only  a  leasehold  interest  in  the  land. 
An  insurable  loan  could  not  exceed  $10,000  per  family  unit  and  (when 
added  to  any  outstanding  indebtedness)  could  not  create  a  total 
indebtedness  in  excess  of  the  applicable  section  203(b)  limit. 

Subsection  (b)  amends  section  5(c)  of  the  Home  Owners’  Loan  Act 
of  1933  to  permit  savings  and  loan  associations  to  invest  in  loans 
insured  under  the  new  section  240  program. 

Section  305.  Extension  of  section  221  (d)  (2)  sales  housing  program  for 
two-,  three -,  and  four-family  residences  to  all  low  and  moderate 
income  families 

This  section  amends  section  221(d)  (2)  of  the  National  Housing  Act 
to  authorize  FHA  insurance  for  mortgages  secured  by  two-,  three-, 
and  four-family  properties  occupied  by  the  owner  for  all  low  and  mod¬ 
erate  income  families.  (Under  existing  law  section  221(d)(2)  mort¬ 
gage  insurance  is  available  on  properties  of  these  types  only  where  the 
mortgagor  occupying  one  of  the  units  is  a  displaced  family.) 

Section  306.  Removal  of  dividend  restriction  for  nondwelling  facilities 
in  section  221  projects 

This  section  amends  section  221(f)  of  the  National  Housing  Act  to 
remove  the  requirement  that  the  mortgagor  of  a  section  221  multi- 
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family  market-rate  project  in  an  urban  renewal  area  must  waive 
dividends  on  its  equity  investment  in  any  nondwelling  facilities  which 
are  designed  to  serve  nonresidents  of  the  project. 

Section  307.  Supplemental  loan  program  for  projects  financed  with 
Federal  Housing  Administration  insured  mortgages 

This  section  adds  to  title  II  of  the  National  Housing  Act  a  new  sec¬ 
tion  241,  authorizing  FHA  insurance  of  supplemental  loans  to  finance 
improvements  and  additions  to  FHA-insured  multifamily  projects, 
including  nursing  homes  and  group  practice  facilities  and  their  equip¬ 
ment.  Such  a  loan  could  not  exceed  90  percent  of  the  estimated  value 
of  the  required  improvements,  additions,  and  equipment,  and  could 
not,  when  added  to  the  outstanding  balance  of  the  project  mortgage, 
exceed  the  maximum  mortgage  amount  permitted  under  the  section  or 
title  pursuant  to  which  the  original  mortgage  was  insured.  Any  such 
loan  would  be  governed  by  the  labor  standards  provisions  under  sec¬ 
tion  212  of  the  National  Housing  Act  applicable,  at  the  time  the  com¬ 
mitment  to  insure  the  supplemental  loan  is  issued,  to  the  section  or  title 
pursuant  to  which  the  original  mortgage  was  insured. 

Section  308.  Home  improvement  loans — increase  in  maximum  matu¬ 
rity,  finance  charge ,  and  loan  amount 

This  section  amends  section  2(b)  of  the  National  Housing  Act  to 
increase  the  maximum  loan  amount  under  FHA’s  home  improvement 
loan  program  from  $3,500  to  $5,000,  and  to  increase  the  maximum 
maturity  of  loans  under  such  program  from  5  years  and  32  days  to 
7  years  and  32  days.  It  also  increases  the  maximum  permissible  financ¬ 
ing  charge  on  the  first  $2,500  of  such  a  loan  from  $5  to  $5.50  discount 
per  $100  of  the  original  face  amount  of  the  loan,  and  on  the  remainder 
of  such  a  loan  from  $4  to  $4.50  discount  per  $100  of  the  original  face 
amount. 

Section  309.  Experimental  housing  program 

This  section  amends  section  233  of  the  National  Housing  Act  to 
make  FHA’s  experimental  housing  program  available  for  use  in  con¬ 
nection  with  all  FHA  programs,  thus  including  the  programs  of 
mortgage  insurance  for  land  development  (title  X)  and  group  practice 
facilities  (title  XI)  as  well  as  the  presently  covered  programs  under 
title  II  of  the  act. 

Section  310.  Term  of  Federal  Housing  Administration  mortgages  for 
land  development 

This  section  amends  section  1002(d)(1)  of  the  National  Housing 
Act  to  increase  from  7  to  10  years  the  maximum  maturity  of  an  in¬ 
sured  land  development  mortgage.  It  also  permits  the  Secretary  of 
HUD  to  extend  the  maturity  beyond  10  years  if  he  determines  unusual 
or  unforeseen  circumstances  make  extension  necessary  to  avoid  undue 
hardship  to  the  mortgagor. 

Section  311.  Rehabilitated  multifamily  projects  in  urban  renewal  areas 

This  section  amends  sections  220(d)  (3)  (B)  and  221(d)  (3)  (iii)  of 
the  National  Housing  Act  to  permit  FHA  insurance  thereunder  of 
mortgages  covering  the  purchase  of  multifamily  properties  in  urban 
renewal  areas  where  the  properties  have  been  rehabilitated  by  local 
public  agencies.  (Under  existing  law,  such  insurance  is  available  only 
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in  connection  with  projects  which  are  newly  constructed  or  substan¬ 
tially  rehabilitated  after  FHA’s  commitment  to  insure  is  issued.) 

Section  31 2.  Miscellaneous  housing  insurance 

Subsection  (a)  makes  several  amendments  in  section  223  of  the 
National  Housing  Act  to  permit  the  insured  refinancing  of  a  mortgage 
insured  under  any  provision  of  the  National  Housing  Act  as  well  as 
insurance  of  an  FHA-insured  mortgage  assigned  to  the  Secretary  of 
HUD  or  executed  in  connection  with  the  sale  of  property  acquired 
under  any  provision  of  such  act.  (Under  existing  law?  this  authority 
is  limited  to  specific  sections  which  are  enumerated  in  sec.  223.)  It 
also  permits  payment  of  an  insurance  claim  in  cash  rather  than  de¬ 
bentures  in  connection  with  a  mortgage  assigned  to  the  Secretary  or 
executed  in  connection  wfith  the  sale  of  an  acquired  property. 

Subsection  (b)  amends  section  223(d)  of  such  act  to  authorize  the 
Secretary  to  insure  a  separate  loan  covering  operating  losses  under  a 
multifamily  mortgage  during  the  first  2  years,  instead  of  adding  such 
excess  to  the  amount  of  the  original  mortgage  itself,  as  is  presently 
provided. 

Section  313.  Supplementary  loans  for  cooperative  housing  purchased 
from  the  Federal  Government 

This  section  amends  section  213  ( j )  of  the  National  Housing  Act  to 
authorize  FHA  insurance  of  supplementary  loans  to  housing  coopera¬ 
tives  which  purchased  from  the  Federal  Government  wartime  housing 
partly  covered  by  an  uninsured  mortgage.  Such  loans  would  be  subject 
to  the  regular  section  213  ( j )  supplementary  loan  limitations,  with  a 
maximum  maturity  of  up  to  10  years  beyond  the  remaining  term  of 
the  uninsured  mortgage  where  the  loan  is  for  major  rehabilitation  or 
modernization  and  the  mortgage  is  more  than  20  years  old. 

Section  31 4-.  Equipment  in  nursing  homes 
This  section  amends  section  232  of  the  National  Housing  Act  to 
permit  the  cost  of  major  equipment  used  in  the  operation  of  a  nursing 
home  to  be  included  in  an  FHA-insured  nursing  home  mortgage. 

Section  315.  Flexible  interest  rates  for  certain  FHA  insurance  pro¬ 
grams 

This  section  amends  section  3(a)  of  Public  Law  90-301  (approved 
May  7,  1968)  to  make  interest  rates  under  the  new  programs  added  by 
this  act  subject  to  the  flexible  interest  rate  provisions  of  that  law, 
which  by  its  terms  already  applies  to  all  of  the  FHA  mortgage  insur¬ 
ance  programs  in  existence  on  the  date  of  its  enactment. 

Section  316.  FHA  section  221  ( h )  program 

Subsection  (a)  amends  section  221(h)  (2)  (A)  of  the  National  Hous¬ 
ing  Act  to  decrease  from  five  to  four  the  minimum  number  of  units  in 
an  insurable  section  221(h)  project,  and  to  permit  section  221(h) 
insurance  of  housing  consisting  of  units  in  a  condominium  structure. 

Subsection  (b)  amends  section  221(h)  of  such  act  by  adding  two 
new  paragraphs  which  provide  that  the  term  “single-family  dwelling" 
(for  purposes  of  both  the  existing  section  221(h)  program  and  the  new' 
program  established  in  section  221(h)(6)  by  section  101(c))  shall 
include  a  unit  in  a  condominium  structure,  and  a  two-family  dwelling 
which  has  been  approved  by  the  Secretary  if  one  of  the  units  is  to  be 
occupied  by  the  owner. 
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Section  317.  Housing  in  outlying  areas 

This  ^  section  amends  section  203 (i)  of  the  National  Housing  Act 
(FHA’s  program  of  mortgage  insurance  for  residential  housing  in 
outlying  areas)  to  increase  from  $12,500  to  $13,500  the  maximum 
amount  of  a  mortgage  insurable  under  that  section. 

Section  318.  Seasonal  homes 

This  section  authorizes  the  financing  of  new  seasonal  housing  with 
mortgages  insured  by  the  Federal  Housing  Administration.  The 
amount  of  a  mortgage  could  not  exceed  $15,000  and  75  percent  of  the 
appraised  value  of  the  property.  The  dwelling  would  not  need  to  be 
designed  for  year-round  occupancy,  but  it  would  be  required  to  meet 
standards  prescribed  by  the  Secretary,  and  be  located  in  an  area  where 
the  Secretary  finds  it  is  not  practicable  to  obtain  conformity  with 
many  of  the  requirements  essential  to  the  insuring  of  mortgages  on 
housing  in  built-up  urban  areas.  The  property  with  respect  to  which 
the  mortgage  is  executed  could  be  an  acceptable  risk  rather  than  meet 
the  FHA  economic  soundness  requirements  applicable  under  FHA’s 
regular  mortgage  insurance  programs.  In  determining  whether  the 
property  is  an  acceptable  risk,  the  Secretary  would  give  considera¬ 
tion  to  the  economic  potential  of  the  area  in  which  the  dwelling  is  lo¬ 
cated  and  the  contribution  that  the  housing  will  make  toward  improv¬ 
ing  the  area.  In  addition,  this  section  authorizes  the  Secretary  to 
suspend  the  issuance  of  commitments  for  mortgage  insurance  on 
seasonal  homes  in  any  area  whenever  he  determines  that :  (1)  There  is 
a  serious  and  unusual  shortage  of  mortgage  funds  for  residential  con¬ 
struction  in  such  an  area;  (2)  that  insuring  such  seasonal  housing 
would  materially  and  adversely  affect  the  availability  of  mortgage 
funds  for  residential  construction  in  such  an  area;  and  (3)  such 
suspension  would  not  have  an  adverse  impact  upon  the  balanced  eco¬ 
nomic  development  of  the  area. 

TITLE  IV - GUARANTEES  FOR  FINANCING  NEW  COMMUNITY  LAND 

DEVELOPMENT 

Section  Ifil.  Citation 

This  section  states  that  the  title  may  be  referred  to  as  the  “New 
Communities  Act  of  1968.” 

Section  1^02.  Purpose 

This  section  states  that  the  purpose  of  the  title  is  to  encourage,  by 
facilitating  the  enlistment  of  private  capital  in  new  community  devel¬ 
opments,  the  development  of  new  communities  that  (1)  contribute  to 
better  living  conditions  through  improved  overall  community  design ; 
(2)  make  substantial  contributions  to  the  sound  and  economic  growth 
of  the  areas  in  which  they  are  located ;  (3)  provide  needed  additions  to 
the  general  housing  supply ;  (4)  provide  opportunities  for  innovation 
in  housing  and  community  development  technology  and  land  use 
planning;  (5)  enlarge  housing,  employment,  and  investment  oppor¬ 
tunities;  (6)  encourage  a  diversified  local  homebuilding  industry;  and 
(7)  include,  to  the  greatest  extent  feasible,  the  use  of  new  and  im¬ 
proved  housing  technology,  techniques,  and  materials  under  programs 
administered  by  the  Department  of  Housing  and  Urban  Development 
with  a  view  toward  reducing  housing  construction,  rehabilitation,  and 
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maintenance  costs  and  stimulating  the  increased  and  sustained  pro¬ 
duction  of  housing  under  such  programs. 

Section  1^03.  Guarantee  authority 

This  section  authorizes  the  Secretary  of  Housing  and  Urban  De¬ 
velopment  to  guarantee  the  bonds,  debentures,  notes,  and  other  obli¬ 
gations  issued  by  new  community  developers  to  help  finance  new 
community  development  projects.  In  making  such  guarantees  the 
Secretary  shall  take  into  account  (1)  the  large  initial  capital  invest¬ 
ment  required,  (2)  the  extended  period  before  initial  returns  can  be 
expected,  (3)  the  irregular  pattern  of  cash  returns  characteristic  of 
such  investment,  and  (4)  the  financial  and  security  interests  of  the 
United  States. 

Section  IflJi.  Eligible  new  comrrmnity  development 

This  section  states  that  community  development  projects  are  eligible 
for  assistance  only  if  the  Secretary  determines  that  (1)  the  proposed 
new  community  will  be  economically  feasible  and  will  contribute  to  the 
orderly  development  of  the  area  of  which  it  is  a  part;  (2)  there  is  a 
practicable  plan  (and  time  schedule)  for  financing  the  land  acquisi¬ 
tion  and  development  costs  and  for  the  improvement  and  marketing  of 
the  land  which,  giving  consideration  to  the  purposes  of  the  title  and 
the  special  problems  involved,  represents  an  acceptable  financial  risk 
to  the  United  States;  (3)  there  is  a  sound  internal  development  plan 
for  the  new  community  that  meets  State  and  local  requirements,  pro¬ 
vides  for  a  proper  balance  of  housing  for  families  of  low  and  moderate 
income,  and  provides  satisfactory  supporting  facilities  for  its  future 
residents;  and  (4)  the  internal  development  plan  is  consistent  with 
comprehensive  planning  for  the  area  in  which  the  new  community  is 
situated. 

Section  lfi5.  Eligible  obligations 

This  section  requires  any  obligation  guaranteed  to  (1)  be  issued  by 
a  new  community  developer  (other  than  a  public  body)  approved 
by  the  Secretary  on  the  basis  of  financial,  tecnnical,  and  administra¬ 
tive  ability;  (2)  be  issued  to  investors  approved  by  the  Secretary  or, 
if  there  is  an  offering  to  the  public,  be  underwritten  upon  terms  ap¬ 
proved  by  the  Secretary;  (3)  be  issued  to  finance  a  program  of  land 
development  (including  land  acquisition  or  use  of  land)  approved  by 
the  Secretary;  (4)  involve  a  principal  obligation  not  to  exceed  the 
lesser  of  (A)  80  percent  of  the  Secretary’s  estimate  of  the  value  of  the 
property  upon  completion  of  the  land  development  or  (B)  the  sum 
of  75  percent  of  the  Secretary’s  estimate  of  the  value  of  the  land  before 
development  and  90  percent  of  his  estimate  of  the  actual  cost  of  the 
land  development ;  (5)  bear  interest  at  a  rate  satisfactory  to  the  Secre¬ 
tary;  (6)  contain  repayment  and  maturity  provisions  satisfactory  to 
the  Secretary;  and  (7)  contain  such  provisions  with  respect  to  protec¬ 
tion  of  the  security  interests  of  the  United  States  as  the  Secretary  shall 
prescribe. 

With  respect  to  a  single  new  community  development  project  the 
outstanding  principal  obligations  guaranteed  may  not  exceed  $50 
million. 

Section  1+06.  Fees  and  charges 

This  section  authorizes  the  Secretary  to  establish  guarantee  fees  and 
to  make  such  other  charges  as  he  considers  reasonable.  The  Secretary 
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would  be  required  to  make  a  report  to  Congress  on  or  before  January 
1,  1970,  giving  an  estimate  of  the  charges  and  fees  which  would  be 
required  for  a  self-supporting  program. 

Section  1^07.  Guarantee  fund 

This  section  authorizes  the  Secretary  to  establish  a  revolving  fund 
to  consist  of  (1)  all  guarantee  fees  and  other  charges,  (2)  all  re¬ 
coveries  and  other  receipts  obtained  in  connection  with  guarantees, 
and  (3)  such  appropriations,  which  are  here  authorized,  as  may  be 
required  for  program  operations  and  nonadministrative  expenses  and 
to  make  all  payments  under  the  guarantees.  The  full  faith  and  credit  of 
the  United  States  would  be  pledged  to  the  payment  of  all  guarantees, 
as  well  as  to  the  payment  of  the  principal  and  interest  due  under  any 
debentures  issued  toward  payment  of  such  guarantees.  The  Secretary 
could  pursue  to  final  collection  or  compromise  any  security,  subroga¬ 
tion,  or  other  rights  obtained  under  this  act ;  and  expenses  incurred  in 
acquiring  and  disposing  of  property  thus  obtained  may  be  paid  out  of 
the  guarantee  fund.  The  aggregate  of  outstanding  principal  obliga¬ 
tions  guaranteed  under  the  title  may  at  no  time  exceed  $250  million. 

Section  Ifl 8 .  Incontestability 

This  section  makes  any  guarantee  by  the  Secretary  conclusive  evi¬ 
dence  of  the  eligibility  of  the  obligations  for  such  guarantee.  The 
validity  of  any  guarantee  would  be  incontestable  in  the  hands  of  a 
qualified  holder  of  the  guaranteed  obligation  except  for  fraud  or  mate¬ 
rial  misrepresentation  on  the  part  of  such  holder. 

Section  JfO 9 .  Encouragement  of  small  builders 

This  section  requires  the  Secretary  to  adopt  such  requirements  as 
be  deems  necessary  to  encourage  the  maintenance  of  a  diversified  local 
homebuilding  industry,  and  the  broad  participation  by  builders,  par¬ 
ticularly  small  builders,  in  new  community  construction. 

Section  110.  Labor 

This  section  requires  payment  of  prevailing  wage  rates  (as  deter¬ 
mined  by  the  Secretary  of  Labor  in  accordance  with  the  Davis-Bacon 
Act)  to  laborers  and  mechanics  employed  in  land  development  as¬ 
sisted  under  section  403.  The  Secretary  of  Housing  and  Urban  De¬ 
velopment  would  be  required  to  obtain  adequate  assurance,  before 
extending  such  assistance,  that  the  prevailing  wages  requirements  will 
be  met.  It  also  specifies  that  the  powers  given  the  Secretary  of  Labor 
under  Reorganization  Plan  No.  14  to  coordinate  the  enforcement  of 
prevailing  wage  provisions  and  the  powers  given  him  under  the  Davis- 
Bacon  Act  (40  U.S.C.  276c)  to  issue  regulations  will  apply. 

Section  111.  Real  property  taxation 

This  section  makes  any  real  property  acquired  by  the  Secretary 
by  lien  or  subrogation  rights  subject  to  real  property  taxation  to  the 
same  extent,  according  to  its  value,  as  other  real  property  is  taxed. 

Section  112.  Supplementary  grants 

This  section  authorizes  the  Secretary  to  make  supplementary  grants 
to  States  and  local  public  bodies  carrying  out  “new  community  as¬ 
sistant  projects”  if  the  Secretary  determines  that  such  grants  are 
necessary  or  desirable  for  carrying  out  an  approved  new  community 
development  project  and  that  substantial  number  of  housing  units 
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for  low  and  moderate  income  persons  is  to  be  made  available  through 
such  development  project. 

“New  community  assistance  projects’’  would  be  projects  assisted  by 
grants  under  the  basic  water  and  sewer  program  and  the  open-space 
land  program  of  the  Department  of  Housing  and  Urban  Development 
and  under  the  water  and  waste  disposal  facilities  program  of  the 
Farmers  Home  Administration.  Supplementary  grants  would  be 
limited  to  20  percent  of  the  cost  of  such  projects  and,  in  determining 
such  cost,  the  Secretary  would  accept  certifications  from  the  Depart¬ 
ment  of  Agriculture  as  to  the  cost  of  the  projects  assisted  by  the  Farm¬ 
ers  Home  Administration.  In  no  event  could  the  total  Federal  grants 
for  a  project  exceed  80  percent  of  its  cost. 

Appropriations  not  to  exceed  $5  million  for  fiscal  year  1969  and  $25 
million  for  fiscal  year  1970  are  authorized  for  these  supplementary 
grants. 

Section  1+13.  General  provisions  and  rules  and  regulations 

This  section  vests  in  the  Secretary  (1)  the  authority  to  issue  rules 
and  regulations  and  (2)  other  powers  and  duties  set  forth  in  section 
402  of  the  Housing  Act  of  1950  (except  subsecs,  (c)  (2) ,  (d) ,  and  (f ) ) . 
Section  402  concerns  administrative  powers  and  duties  customarily 
provided  for  in  connection  with  Federal  programs.  A  corporate-type 
budget  would  be  required  under  this  section  except  that  the  supple¬ 
mentary  grants  under  section  412  would  be  accounted  for  separately. 

Section  1+1 1+.  Audit  by  General  Accounting  Office 

This  section  authorizes  audit  by  General  Accounting  Office  of  the 
financial  transactions  of  recipients  of  grants  or  of  developers  insofar 
as  they  relate  to  grants  or  guarantees  made  pursuant  to  this  title.  Rep¬ 
resentatives  of  the  General  Accounting  Office  shall  have  access  to  all 
those  records  of  recipients  of  grants  or  of  developers  which  are  nec¬ 
essary  to  facilitate  such  audit. 

Section  1+15.  Definitions 

This  section  defines  the  term  “land  development,”  to  mean  the  proc¬ 
ess  of  grading  land,  making,  installing,  or  constructing  water  lines 
and  water  supply  installations,  sewer  lines  and  sewage  disposal  instal¬ 
lations,  steam,  gas,  and  electric  lines  and  installations,  roads,  streets, 
curbs,  gutters,  sidewalks,  storm  drainage  facilities,  and  other  installa¬ 
tions  or  work,  whether  on  or  off  the  site,  which  the  Secretary  deems 
necessary  or  desirable  to  prepare  land  for  residential,  commercial, 
industrial  or  other  uses,  or  to  provide  facilities  for  public  or  common 
use.  The  term  would  not  include  any  building  unless  it  is  (1)  a  build¬ 
ing  which  is  needed  in  connection  with  a  water  supply  or  sewage  dis¬ 
posal  installation  or  a  steam,  gas,  or  electric  line  or  installation,  or 
(2)  a  building,  other  than  a  school,  which  is  to  be  owned  and  main¬ 
tained  jointly  by  the  residents  of  the  new  community  or  is  to  be  trans¬ 
ferred  to  public  ownership  after  completion. 

The  term  “actual  costs”  is  defined  to  mean  the  costs  (exclusive  of 
rebates  or  discounts)  incurred  by  a  new  community  developer  in  carry¬ 
ing  out  the  land  development  assisted  under  this  act,  as  may  be 
approved  by  the  Secretary.  If  the  Secretary  determines  that  there  is 
an  identity  of  interest  between  the  new  community  developer  and  the 
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contractor,  there  may  be  included  an  allowance  for  the  contractor’s 
profit  in  an  amount  deemed  reasonable  by  the  Secretary. 

The  term  “new  community  assistance  projects”  is  defined  to  mean 
water,  sewer,  and  open  space  projects  aided  by  grants  under  section 
702  of  the  Housing  and  Urban  Development  Act  of  1965,  under  section 
306(a)(2)  of  the  Consolidated  Farmers’  Home  Administration  Act, 
or  title  VII  of  the  Housing  Act  of  1961. 

Section  4,16.  Conforming  amendments 

This  section  makes  the  following  changes  in  existing  law — 

(1)  amends  section  202(b)  (4)  of  the  Housing  Amendments  of 
1955  so  that  the  population  limit  (50,000)  applicable  to  the  politi¬ 
cal  jurisdiction  eligible  to  receive  public  facility  loans  under  the 
1955  law  would  be  waived  in  the  case  of  public  facilities  serving 
new  communities; 

(2)  amends  section  24  of  the  Federal  Reserve  Act  so  as  to  au¬ 
thorize  national  banks  to  invest  in  obligations  guaranteed  under 
title  IV ;  and 

(3)  amends  section  5(c)  of  the  Home  Owners  Loan  Act  of  1933 
to  authorize  Federal  savings  and  loan  associations  to  invest  in 
obligations  guaranteed  under  title  IV. 

TITLE  V - URBAN  RENEWAL 

Section  501.  Neighborhood  development  programs 

Subsections  (a)  and  (b)  add  to  title  I  of  the  Housing  Act  of  1949 
a  new  part  B  to  authorize  the  Secretary  of  Housing  and  Urban 
Development  to  provide  financial  assistance  to  local  public  agencies 
to  assist  them  in  carrying  out  neighborhood  development  programs, 
consisting  of  urban  renewal  project  undertakings  and  activities  in  one 
or  more  urban  renewal  areas  that  are  planned  and  carried  out  on  the 
basis  of  annual  increments.  In  general,  the  requirements  governing 
these  undertakings  and  activities  are  the  same  as  those  governing 
assistance  for  regular  urban  renewal  projects  under  title  I  of  the  1949 
act  (with  a  workable  program  being  required  at  the  time  any  annual 
increment  is  authorized).  One  of  the  principal  differences  is  that  the 
loan  or  grant  contract  for  an  annual  increment  of  a  neighborhood  de¬ 
velopment  program  could  cover  activities  in  several  contiguous  or 
noncontiguous  urban  renewal  areas,  and  the  funding  would  be  based 
on  the  amount  of  loan  and  grant  funds  needed  to  carry  out  the  activi¬ 
ties  planned  during  that  12-month  period  in  each  of  the  urban  renewal 
areas  contained  in  the  program.  Local  grants-in-aid  are  generally  to  be 
calculated  as  they  are  under  the  present  urban  renewal  program,  but 
the  3-year  and  7-year  limitations  on  their  eligibility  would  be  measured 
from  the  authorization  of  the  first  contract  for  financial  assistance 
covering  the  area  benefited  by  the  credit  under  the  program  involved. 
Excess  noncash  grant-in-aid  credits  from  a  neighborhood  development 
program  could  not  be  pooled  with  other  urban  renewal  projects  being 
carried  out  by  the  community,  but  excess  grant-in-aid  credits  from 
regular  project^  could  be  pooled  for  the  neighborhood  development 
program. 

Subsection  (c)  contains  provisions  to  insure  that  neighborhood 
development  programs  can  be  planned  and  undertaken  in  the  District 
of  Columbia,  if  they  meet  the  applicable  requirements  of  the  new 
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part  B,  notwithstanding  any  contrary  requirements  or  conditions  in 
District  of  Columbia  or  Federal  laws. 

Section  502.  Increased  authorization 

Subsection  (a)  amends  section  103(b)  of  the  Housing  Act  of  19-19 
to  increase  the  amount  of  funds  authorized  for  the  urban  renewal 
program  by  $1.4  billion  on  July  1, 1969. 

Subsection  (b)  amends  section  103(b)  of  such  act  to  increase  the 
amount  of  funds  available  for  urban  renewal  projects  in  model  city 
areas  by  $350  million. 

Section  503.  Rehabilitation  grants 

Subsection  (a)  amends  section  115(a)  of  the  Housing  Act  of  1949 
to  permit  grants  under  that  section  for  the  rehabilitation  of  a  home¬ 
owner’s  real  property  other  than  the  dwelling  structure  itself. 

Subsection  (b)  amends  section  115(b)  of  the  1949  act  to  increase  the 
maximum  rehabilitation  grant  for  low-income  homeowners  from 
$1,500  to  $3,000. 

Subsection  (c)  amends  section  115(a)  of  the  1949  act  to  authorize 
rehabilitation  grants  (from  regular  urban  renewal  funds)  for  repairs 
and  improvements  to  properties  located  outside  urban  renewal  or  con¬ 
centrated  code  enforcement  areas  when  such  repairs  and  improvements 
are  needed  to  bring  the  property  into  conformity  with  public  stand¬ 
ards  for  decent,  safe,  and  sanitary  housing.  Such  properties  must  be 
located  in  areas,  certified  by  the  local  governing  body  as  containing  a 
substantial  number  of  structures  in  need  of  such  repairs  and  improve¬ 
ments,  and  there  must  be  a  workable  program  in  effect  for  the  area. 
The  area  must  be  definitely  planned  for  rehabilitation  or  concentrated 
code  enforcement  within  a  reasonable  time  and  the  repairs  and  im¬ 
provements  must  be  consistent  with  such  rehabilitation  and  code  en¬ 
forcement  plans. 

Subsection  (d)  amends  section  115  to  provide  for  rehabilitation 
grants  (from  regular  urban  renewal  funds)  to  low  income  homeown¬ 
ers  whose  property  has  been  determined,  after  an  inspection  pursuant 
to  an  approved  statewide  property  insurance  plan,  to  be  uninsurable 
because  of  physical  hazards.  The  grant  could  only  be  used  to  rehabili¬ 
tate  the  property  to  the  extent  necessary  to  make  it  meet  reasonable 
underwriting  standards  under  the  statewide  plan. 

Section  50 If.  Rehabilitation  in  urban  renewal  areas 

This  section  amends  section  110(c)  (8)  of  the  Housing  Act  of  1949 
to  remove  the  provision  presently  limiting  (to  the  lesser  of  100  units 
or  5  percent  of  the  units  in  the  urban  renewal  area)  the  number  of 
residential  units  which  a  local  urban  renewal  agency  may  acquire 
and  rehabilitate. 

Section  505.  Disposition  of  property  for  low-  and  moderate-income 
housing 

This  section  amends  section  107(a)  of  the  Housing  Act  of  1949  to 
permit  land  to  be  disposed  of  for  both  low-  and  moderate- income  hous¬ 
ing  purposes,  by  lease  as  well  as  sale  (and  permits  its  disposition  to 
mortgagors  under  the  new  secs.  235 (j)  and  236  programs,  or  to 
approved  purchasers  or  lessees  other  than  those  specified  as  well  as 
mortgagors  under  the  sec.  221(h)  (1)  program)  at  a  price  consistent 
with  its  use  for  such  purposes. 
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Section  506.  Grants  for  low-  and  moderate-income  housing  in  open 
land  projects 

This  section  amends  section  103(a)  (1)  of  the  Housing  Act  of  1949 
to  permit  grants  to  be  made  with  respect  to  urban  renewal  open 
land  projects  (which  now  only  qualify  for  loans)  in  an  amount  not 
to  exceed  two-thirds  of  the  difference  between  the  proceeds  from  any 
land  disposed  of  at  its  value  for  low-  or  moderate-income  housing 
(under  sec.  107  of  such,  act)  and  the  proceeds  which  would  have  been 
realized  if  the  land  had  been  disposed  of  at  its  fair  value  without  re¬ 
gard  to  the  special  provisions  of  section  107. 

Section  507.  Urban  renewal  loan  contracts 

This  section  amends  section  102(c)  of  the  Housing  Act  of  1949  to 
permit  a  local  public  agency  to  borrow  funds  to  finance  project  under¬ 
takings  on  the  private  market  at  interest  rates  above  the  Federal  lend¬ 
ing  rate  set  out  in  the  agency’s  contract,  with  the  difference  being 
made  up  by  a  supplemental  Federal  grant. 

Section  508.  Project  completion  prior  to  disposition  of  certain 
property 

This  section  amends  section  106  (and  sec.  110(f))  of  the  Housing 
Act  of  1949  to  permit  the  closing  out  of  an  i  rban  renewal  project  in 
certain  cases  where  5  percent  or  less  of  the  total  acquired  land  remains 
to  be  disposed  of  and  all  other  project  activities  are  completed. 

Section  509.  Rehabilitation  loans 

Subsection  (a)  amends  section  312(d)  of  the  Housing  Act  of  1964 
to  increase  from  $100  million  to  $150  million  the  amount  that  may  be 
appropriated  for  each  fiscal  year  to  the  revolving  fund  for  carrying 
out  the  rehabilitation  loan  program. 

Subsection  (b)  amends  section  312(h)  of  the  1964  act  to  extend  the 
section  312  program  from  October  1,  1969,  to  June  30, 1973. 

Subsection  (c)  amends  section  312(a)  of  the  1964  act  to  authorize 
rehabilitation  loans  for  owner-occupied  residential  property  in  areas, 
outside  urban  renewal  or  concentrated  code  enforcement  areas,  con¬ 
taining,  as  certified  by  the  local  governing  body,  a  substantial  number 
of  structures  in  need  of  rehabilitation.  Such  property  must  be  in  an 
area  for  which  there  is  a  workable  program  in  effect  and  it  must  be  in 
need  of  rehabilitation  and  in  violation  of  the  local  minimum  housing 
or  similar  code.  The  area  must  be  definitely  planned  for  rehabilitation 
or  code  enforcement  within  a  reasonable  time  and  the  rehabilitation 
must  be  consistent  with  such  plans. 

It  also  permits  a  loan  made  with  respect  to  property  in  an  urban 
renewal  or  code  enforcement  area,  where  improvement  is  required  to 
make  the  property  conform  to  code  requirements  or  to  carry  out  urban 
renewal  plan  objectives,  to  include  an  amount  for  the  general  improve¬ 
ment  of  the  condition  of  the  property. 

Subsection  (d)  amends  section  312  of  the  1964  act  to  provide  for 
rehabilitation  loans  to  owners  and  tenants  of  property  which  has  been 
determined,  after  an  inspection  pursuant  to  an  approved  statewide 
property  insurance  plan,  to  be  uninsurable  because  of  physical  hazards 
where  the  loan  is  used  to  rehabilitate  the  property  to  make  it  meet 
reasonable  underwriting  standards. 

Subsection  (e)  amends  section  312  of  the  1964  act  to  limit  eligibility 
for  residential  rehabilitation  loans  to  persons  whose  annual  income 
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is  within  locally  applicable  income  limits  for  the  section  221(d)(3) 
below-market  interest  rate  program.  This  new  provision  would  not 
apply  to  property  located  in  an  urban  renewal  or  code  enforcement 
area  for  which  Federal  financial  assistance  is  being  received  if,  prior 
to  enactment,  plans  were  specifically  developed  to  use  these  loans  with¬ 
out  regard  to  this  new  provision. 

Section  510.  Demolition  grants 

This  section  amends  section  116  of  the  Housing  Act  of  1949  to 
specifically  authorize  grants,  under  the  demolition  grant  program, 
for  the  demolition  of  rat  harborages  or  potential  rat  harborages. 

Section  511.  Air  rights  sites  in  urban  renewal  areas 

This  section  amends  section  110(c)  of  the  Housing  Act  of  1949  to 
permit  the  carrying  out  of  air  rights  urban  renewal  projects  and  the 
construction  of  necessary  foundations  and  platforms  to  provide  educa¬ 
tional  facilities.  Under  present  law,  these  activities  may  be  assisted 
only  when  they  are  for  low-  and  moderate-income  housing  or  for 
industrial  development  where  the  area  is  not  suitable  for  low-  and 
moderate-income  housing. 

Section  512.  Low-  and  moderate-income  housing  in  residential  urban 
renewal  areas 

This  section  amends  section  105(f)  of  the  Housing  Act  of  1949  to 
provide  that,  of  the  total  number  of  housing  units  provided  in  all  of 
the  approved  urban  renewal  projects  in  any  community  which  are  to 
be  redeveloped  for  predominantly  residential  uses  and  which  receive 
Federal  recognition  after  the  date  of  enactment,  a  majority  must  be 
standard  housing  units  for  low-  and  moderate-income  families  and 
individuals  with  at  least  20  percent  of  such  total  number  being  for 
low-income  families  or  individuals.  This  20-percent  requirement  may 
be  waived  by  the  Secretary  of  HUD  in  any  community  to  the  extent 
that  units  for  low-income  families  and  individuals  are  not  needed. 
Each  waiver  must  be  reported  to  the  Senate  and  House  of  Repre¬ 
sentatives  Banking  and  Currency  Committees. 

Section  513.  'Workable  program  requirement  in  case  of  Indian  tribes 

This  section  amends  section  101(c)  of  the  Housing  Act  of  1949  to 
allow  an  additional  period  (until  Jan.  1,  1970)  for  an  Indian  tribe, 
band,  or  nation  to  adopt  and  carry  out  a  minimum  standards  hous¬ 
ing  code  as  a  condition  of  the  certification  or  recertification  of  its 
workable  program. 

Section  51^.  Interim  assistance  for  blighted  areas 

This  section  adds  to  title  I  of  the  Housing  Act  of  1949  a  new  sec¬ 
tion  118,  authorizing  the  Secretary  of  HUD  to  enter  into  contracts 
to  make  grants  (from  regular  urban  renewal  funds)  in  amounts  up  to 
$15  million  a  year  to  assist  localities  in  alleviating  harmful  conditions 
in  slum  and  blighted  areas  where  urban  renewal  or  code  enforcement 
activities  are  planned,  but  some  immediate  action  is  needed  until  those 
activities  can  be  begun.  Such  grants  could  not  exceed  two-thirds  (three- 
fourths  in  communities  of  50,000  population  or  less)  of  the  cost  of  such 
activities  as  the  short-time  repair  of  public  facilities;  the  improve¬ 
ment  or  demolition  of  private  structures  where  the  public  health  or 
safety  is  endangered;  the  provision  of  temporary  playgrounds;  and 
the  improvement  of  certain  basic  public  services.  A  workable  program 
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would  be  required  and  relocation  payments  would  be  authorized  as  in 
the  urban  renewal  program. 

Section  515.  Utilization  of  local  private  nonprofit  agencies  for  reha¬ 
bilitation  grants  in  code  enforcement  areas 

This  section  amends  section  117  of  the  Housing  Act  of  1949  to  permit 
the  Secretary  to  make  rehabilitation  grants  through  the  utilization  of 
local  private  nonprofit  agencies. 

Section  516.  Relocation  payments 

This  section  amends  section  114(c)  of  the  Housing  Act  of  1949  in 
order  to  expand  the  relocation  payment  provisions  applicable  to  the 
urban  renewal,  public  housing,  and  other  programs  of  the  Departr 
ment  of  Housing  and  Urban  Development. 

This  section  broadens  HUD’s  existing  authorization  to  make  relo¬ 
cation  adjustment  payments  to  assist  displaced  families  and  elderly 
individuals  in  securing  suitable  replacement  dwellings.  The  maximum 
assistance  now  permitted  for  this  purpose  is  $500  payable  over  a  5- 
month  period.  The  expanded  relocation  adjustment  payments  would  be 
authorized  to  be  made  over  a  2-year  period  in  an  amount,  not  in  excess 
of  $500  per  year,  which  when  added  to  20  percent  of  the  annual  income 
of  the  displaced  family  or  individual  equals  the  average  annual  rental 
for  adequate  replacement  housing.  It  also  extends  eligibility  for  relo¬ 
cation  adjustment  payments  to  handicapped  individuals  and  provides 
that  relocation  adjustment  payments  shall  not  be  considered  as  income 
in  determining  eligibility  for  welfare  assistance  under  any  Federal 
Act. 

Section  114  of  the  1949  act  is  also  amended  to  also  authorize  an  addi¬ 
tional  payment  to  an  owner-occupant  of  residential  property,  which 
is  acquired  for  a  HUD-assisted  project,  to  enable  him  to  purchase  a 
replacement  dwelling.  This  payment  would  be  that  amount,  not  in 
excess  of  $5,000,  which,  when  added -to  the  acquisition  price  paid  for 
his  home,  equals  the  average  price  for  an  adequate  replacement  home 
in  his  community.  This  payment  would  be  made  only  if  the  displaced 
owner  buys  and  occupies  a  dwelling  within  1  year  after  the  date  on 
which  he  is  required  to  move  if  he  is  not  compensated  with  a  similar 
payment  under  State  law,  and  he  elects  not  to  receive  a  relocation 
adjustment  payment. 

TITLE  VI - URBAN  PLANNING  AND  FACILITIES 

Section  601.  Comprehensive  planning 

This  section  extensively  revises  section  701  of  the  Housing  Act  of 
1954 — the  urban  planning  assistance  program.  One  of  the  principal 
changes  authorizes  the  Secretary  of  HUD  to  make  planning  grants 
to  State  planning  agencies  for  assistance  to  “district”  planning  agen¬ 
cies  for  rural  and  other  nonmetropolitan  areas.  Prior  to  his  approval 
of  any  district  planning  grants,  the  Secretary  shall  consult  with  the 
Secretary  of  Agriculture.  The  Secretary  of  Agriculture  and,  when  ap¬ 
propriate,  the  Secretary  of  Commerce  may  provide  technical  assistance 
in  connection  with  the  establishment  of  districts  and  the  carrying  out 
of  planning  by  them.  Such  district  planning  may  not  be  aimed  at 
assisting  businesses  to  relocate  from  one  area  to  another. 

The  amended  section  701  also  includes  new  provisions  authorizing 
planning  grants  directly  to  (1)  Indian  tribal  planning  councils  or 
other  bodies  for  planning  on  Indian  reservations ;  (2)  regional  and  dis¬ 
trict  councils  of  government  as  well  as  those  organized  on  a  metro¬ 
politan  basis;  (3)  various  regional  commissions  established  under  the 
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Public  Works  and  Economic  Development  Act  of  1965;  (4)  economic 
development  districts  designated  under  the  Public  Works  and  Eco¬ 
nomic  Development  Act  of  1965;  (5)  cities  within  metropolitan  areas 
for  planning  which  is  part  of  metropolitan  planning;  (6)  to  official 
Government  planning  agencies  for  areas  where  rapid  urbanization  is 
expected  as  a  result  of  a  new  community  development  assisted  under 
title  IV  of  this  act.  Further,  the  Secretary  would  be  required  to  con¬ 
sult  with  the  Secretary  of  Commerce  before  making  any  planning 
grant  which  included  any  part  of  an  economic  development  district. 

The  fiscal  1969  authorization  for  urban  planning  assistance  is  in¬ 
creased  by  $35  million  (with  $20  million  earmarked  for  district  plan¬ 
ning)  and  an  additional  $125  million  (with  $10  million  for  district 
planning)  is.  authorized  for  the  701  program  commencing  with  fiscal 
year  1970.  Also,  an  additional  $10  million  of  section  701  appropriations 
is  to  be  available  for  study,  research  and  demonstration  projects. 

The  definition  of  comprehensive  planning  would  be  broadened  to 
include  planning  for  the  provision  of  governmental  services  and  for 
the  development  and  utilization  of  human  and  natural  resources.  Also, 
inclusion  of  a  housing  element  would  be  required  as  part  of  the  prepa¬ 
ration  of  comprehensive  land  use  plans.  Added  to  the  stated  purposes 
of  section  701  would  be  the  use  of  private  consultants  where  their  pro¬ 
fessional  services  are  deemed  appropriate  by  the  assisted  governments. 

Section  602.  Planned  areawide  development 

This  section  amends  title  II  of  the  Demonstration  Cities  and  Metro¬ 
politan  Development  Act  of  1966  to  broaden  the  metropolitan  develop¬ 
ment  provisions  of  that  title  (principally  the  provisions  authorizing 
supplementary  incentive  grants  for  certain  federally  assisted  projects) 
to  cover  planned  “areawide”  development  so  as  to  permit  assistance 
for  projects  in  all  multi  jurisdictional  areas  (instead  of  only  in  metro¬ 
politan  areas  as  at  present).  It  also  permits  any  amounts  authorized 
but  not  appropriated  under  the  program  for  any  fiscal  year  to  be  ap¬ 
propriated  for  any  succeeding  fiscal  year  through  fiscal  year  1970. 

Section  603.  Advance  acquisition  of  land 

This  section  amends  section  701  and  rewrites  section  704  of  the  Hous¬ 
ing  and  Urban  Development  Act  of  1965  to  provide  basic  authority 
for  a  more  efficient  and  effective  program  of  Federal  assistance  to  local¬ 
ities  for  the  advance  acquisition  of  land  expected  to  be  needed  for 
public  purposes.  The  amendments  and  rewriting  would — 

(1)  Change  the  definition  of  eligible  land  to  “land  planned  to 
be  utilized  in  the  future  for  public  purposes” ; 

(2)  Require  that  the  proposed  use  of  the  land  be  undertaken 
within  5  years  except  the  Secretary  could  go  beyond  the  5-year 
period  if,  due  to  unusual  circumstances,  he  deems  a  longer  period 
necessary  and  if  he  advises  the  House  and  Senate  Banking  and 
Currency  Committees  of  this  action ; 

(3)  Clarify  the  status  of  the  land  in  the  interim  between  acqui¬ 
sition  and  utilization  for  the  approved  purpose ; 

(4)  Permit  the  Secretary  to  approve  the  diversion  of  the  land 
to  another  public  purpose  when  in  accord  with  comprehensive 
planning  and  give  him  discretion  to  require  either  repayment  of 
the  grant  or  the  substitution  of  land  of  equivalent  value  when  the 
land  is  diverted  to  a  honptiblic  purpose^  * 
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(5)  Provide  that  assistance  under  this  section  will  not  render  a 
project  ineligible  for  other  Federal  assistance  programs  and  that 
the  cost  of  land  acquired  with  this  assistance  will  not  be  an  ineli¬ 
gible  project  cost  in  such  other  programs ; 

(6)  Permit  grants  for  imputed  interest  charges  when  borrowed 
funds  are  not  used  to  acquire  the  land ;  and 

(7)  Clarify  the  authority  of  States  to  participate  in  the 
program. 

Section  60  if.  W ater  and  sewer  facilities  'program, 

Subsection  (a)  amends  section  702(c)  of  the  Housing  and  Urban 
Development  Act  of  1965  to  extend  interim  planning  requirements  in 
the  water  and  sewer  facilities  program  from  July  1, 1968,  to  October  1, 
1969. 

Subsection  (b)  amends  the  proviso  of  section  702(b)  of  the  1965 
act  to  make  basic  water  facilities  (as  well  as  basic  sewer  facilities)  in 
areas  with  a  population  of  10,000  or  less  and  a  high  unemployment  rate 
eligible  for  such  grants  at  the  higher  (90  percent)  rate. 

Subsection  (c)  adds  a  new  subsection  (o)  to  section  702  of  the  1965 
act  to  require  that  in  the  administration  of  the  water  and  sewer  facil¬ 
ities  grant  program,  to  the  greatest  extent  practicable,  new  job  oppor¬ 
tunities  be  provided  for  unemployed  or  underemployed  persons. 

Section  605.  Authorizations  for  water  and  sewer  facilities ,  neighbor¬ 
hood  facilities ,  and  advance  acquisition  of  land  programs 

This  section  amends  section  708  of  the  Housing  and  Urban  Develop¬ 
ment  Act  of  1965  to  provide  that  any  funds  authorized  but  not  appro¬ 
priated  for  the  basic  water  and'sewer  facilities,  neighborhood  facilities, 
and  the  advance 'acquisition  of  land  programs  will  remain  available, 
for  appropriation  through  fiscal  year  1970.  (Present  authorization  for 
these  programs  expires  with  fiscal  year  1969.)  This  section  also  in¬ 
creases  the  authorization  for  the  basic  water  and  sewer  program  from 
$200  million  to  $350  million  for  fiscal  year  1969  and  authorizes  an 
additional  appropriation  of  $115  million  for  fiscal  year  1970. 

Section  606.  Open-space  land  program 

This  section  amends  section  702(b)  of  the  Housing  Act  of  1961  to 
change  the  present  $310  million  contract  authority  under  the  open- 
space  land  program  to  a  $310  million  authorization  of  appropriations, 
and  to  authorize  the  appropriation  of  an  additional  $150  million  for 
the  program  for  fiscal  year  1970;  the  sublimitations  on  grants  for 
beautification  and  certain  land  acquisitions  are  accordingly  eliminated. 
It  also  amends  section  708(b)  of  the  1961  act  to  increase  from  $50,000 
to  $125,000  the  amount  of  grant  funds  which  may  be  used  in  any 
fiscal  year  for  studies  and  the  publishing  of  information. 

Section  607.  Authorization  to  make  feasibility  studies  in  the  public 
works  planning  advances  program 

This  section  amends  section  702(a)  of  the  Housing  Act  of  1954  to 
clarify  the  authority  of  the  Secretary  of  HUD  to  make  advances  for 
the  conduct  of  feasibility  studies  under  the  public  works  planning 
advance  program. 
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TITLE  VII - URBAN  MASS  TRANSPORTATION 

Section  701.  Grant  authorizations 

Subsection  (a)  amends  section  4(b)  of  the  Urban  Mass  Transporta¬ 
tion  Act  of  1964  to  increase  by  $190  million  for  fiscal  year  (1970  the 
amount  authorized  to  be  appropriated  for  the  various  activities  under 
that  act. 

Subsection  (b)  amends  section  6(c)  of  the  1964  act  to  increase  by 
$6  million,  commencing  July  1,  1968,  the  amount  which  may  be  made 
available  for  research,  development,  and  demonstration  projects,  and 
to  remove  the  statutory  limits  on  the  funds  available  for  this  purpose, 
commencing  July  1, 1969. 

Section  702.  Definition  of  mass  transportation 

This  section  amends  section  12(c)(6)  of  the  Urban  Mass  Trans¬ 
portation  Act  of  1964  to  broaden  the  definition  of  mass  transportation 
by  substituting  “general  or  special  service  *  *  *  on  a  regular  and 
continuing  basis”  for  “service  to  the  general  public  *  *  *  over  pre¬ 
scribed  routes.” 

Section  703.  Extension  of  emergency  program  u/rvder  the  Urban  Mass 
Transportation  Act 

This  section  amends  section  5  of  the  Urban  Mass  Transportation 
Act  of  1964  to  extend  the  emergency  capital  grant  program  from 
November  1, 1968,  to  July  1, 1970. 

Section  701±.  Non-FederaZ  share  of  net  project  cost 

This  section  amends  sections  4(a)  and  5  of  the  Urban  Mass  Trans¬ 
portation  Act  of  1964  to  provide  that  not  more  than  half  of  the  non- 
Federal  share  of  a  mass  transportation  project  (or  a  project  under  the 
emergency  program)  will  be  paid  from  private  sources,  except  in 
certain  cases  of  demonstrated  fiscal  inability.  Any  public  or  private 
transit  system  funds  provided  toward  the  non-Federal  share  must 
be  solely  from  undistributed  cash  surpluses,  cash  replacement  or  de¬ 
preciation  funds  or  cash  reserves,  or  new  capital. 

i,  »• 

TITLE  VIII - SECONDARY  MORTGAGE  MARKET 

Section  801.  Purposes 

This  section  states  as  the  purpose  of  title  VIII  the  partition  of  the 
existing  Federal  National  Mortgage  Association  into  two  separate 
and  distinct  corporations.  One  will  be  a  Government-sponsored  pri¬ 
vate  corporation  to  be  known  as  the  Federal  National  Mortgage  Asso¬ 
ciation  (FNMA) ;  it  will  retain  the  assets  and  liabilities  of  the  existing 
association  which  are  accounted  for  under  section  304  of  the  National 
Housing  Act  and  will  continue  to  conduct  the  secondary  market  oper¬ 
ations  authorized  by  that  section.  The  other  will  remain  within  the 
Federal  Government  and  be  known  as  the  Government  National  Mort¬ 
gage  Association  (GNMA) ;  it  will  retain  the  assets  and  liabilities 
of  the  existing  association  which  are  accounted  for  under  sections  305 
and  306  of  such  act  and  will  continue  to  operate  the  special  assistance 
functions  and  management  and  liquidating  functions  authorized  by 
those  sections. 
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Section  802.  Amendments  to  the  Federal  National  Mortgage  Associa¬ 
tion  Charter  Act 

This  section  extensively  amends  title  III  of  the  National  Housing 
Act  to  carry  out  the  purposes  described  in  section  801.  In  addition 
to  making  the  substantive  and  technical  changes  which  are  strictly 
necessary  to  carry  out  these  purposes,  and  generally  making  the  basic 
powers  of  the  existing  association  applicable  to  both  of  the  new  cor¬ 
porations,  the  section  makes  changes  as  follows  : 

Subsection  (d)  provides  that  the  present  restrictions  against  buying 
mortgages  at  prices  in  excess  of  par  and  mortgages  offered  by  or  cover¬ 
ing  property  held  by  State  and  local  instrumentalities  are  to  be  appli¬ 
cable  only  to  GNMA,  and  extends  FNMA’s  purchase  authority  to 
include  securities  guaranteed  by  GNMA  under  section  306(g)  of  the 
act. 

mon  stock  of  FNMA  to  no-par-value  voting  stock,  clarifies  the  free 
transferability  of  the  common  stock,  repeals  the  provision  for  retire¬ 
ment  of  the  common  stock  at  par,  eliminates  the  restriction  that 
payments  to  retire  the  preferred  stock  must  come  entirely  out  of 
capital  surplus  and  general  surplus  accounts,  and  provides  that  the 
preferred  stock  is  to  be  retired  as  rapidly  as  possible  after  the  effective 
date  of  the  amendments. 

Subsection  (j)  provides  that  fees  and  charges  imposed  by  FNMA 
in  its  secondary  market  operations  may  be  regarded  as  elements  of 
pricing  (and  not  necessarily  as  fees  for  services) . 

Subsection  (k)  allows  FNMA  to  issue  common  stock  in  addition  to 
the  stock  required  in  connection  with  its  purchasing  and  lending 
activities;  and  it  requires  each  servicer  of  mortgages  for  FNMA  to 
own,  at  all  times,  FNMA  common  stock  in  a  minimum  amount  (as 
determined  by  FNMA)  but  not  more  than  2  percent  of  the  outstanding 
principal  balances  of  the  FNMA  mortgages  being  serviced  (disregard¬ 
ing  mortgages  purchased  by  FNMA  before  the  effective  date) .  It  also 
eliminates  the  provision  limiting  the  return  on  the  common  stock  to  5 
percent  of  its  par  value,  and  adds  a  requirement  that  cash  dividends 
shall  not  exceed  a  fair  rate  of  return  as  determined  by  the  Secretary. 

Subsection  (1)  prohibits  issuance  of  any  preferred  stock  after  the  j 
effective  date. 

Subsection  (m)  makes  it  clear  that  financial  institutions  may  pur¬ 
chase  FNMA  stock  in  addition  to  their  initial  capital  contributions. 

Subsection  (p)  eliminates  the  prohibition  against  FNMA  purchases 
of  mortgages  insured  or  guaranteed  before  August  2, 1954. 

Subsection  (q)  authorizes  the  Secretary  of  HUD  to  fix  the  debt- 
to-capital  ratio  at  a  figure  higher  than  the  present  limit  of  15  times  the 
sum  of  its  capital,  surplus,  and  reserves. 

Subsection  (r)  eliminates  the  prohibition  against  FNMA  borrowing 
from  the  Treasury  after  the  retirement  of  its  preferred  stock. 

Subsection  (y)  eliminates  the  present  FNMA  Board  of  Directors, 
vesting  GNMA’s  powers  and  duties  in  the  Secretary  and  providing 
a  new  15-member  Board  of  Directors  for  FNMA.  One-third  of  the 
members  of  FNMA’s  Board  of  Directors  will  be  appointed  by  the 
President  of  the  United  States  (including  one  each  from  the  home- 
building  industry,  the  mortgage  lending  industry,  and  the  real  estate 
industry)  and  the  other  two-thirds  will  be  elected  by  the  stockholders, 
each  member  serving  for  a  l-'year  tferm. 
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Subsection  ( aa)  allows  GNMA  to  retain  its  tax  exemptions ;  it  makes 
FNMA  subject  to  all  Federal  taxes  but  exempt  from  all  State  or  local 
taxes  except  those  on  real  property. 

Subsection  (bb)  gives  FNMA’s  Board  of  Directors  the  power  to 
appoint  and  employ  officers  and  employees  without  regard  to  the  civil 
service  laws,  with  present  employees  retaining  civil  service  retirement 
rights  so  long  as  their  employment  is  continuous.  FNMA  is  to  make 
specified  payments  into  the  civil  service  retirement  and  disability  fund 
to  cover  costs  attributable  to  its  covered  employees. 

Subsection  (cc)  prohibits  the  use  by  others  of  GNMA’s  name  as 
well  as  FNMA’s  name,  and  substitutes  civil  penalties  for  the  present 
criminal  sanctions  imposed  for  violations  of  this  prohibition. 

Subsection  (dd)  extends  to  GNMA  as  well  as  FNMA  the  authority 
to  use  Federal  Reserve  banks  as  depositories,  custodians,  and  fiscal 
agents,  and  the  authority  to  receive  deposits  and  act  as  depository 
for  others. 

Subsection  (ee)  gives  the  Secretary  of  HUD  general  regulatory 
authority  over  FNMA,  and  permits  him  to  require  that  a  reasonable 
portion  of  FNMA’s  mortgage  purchases  be  related  to  housing  for  low 
and  moderate  income  families  (but  with  reasonable  economic  return 
to  FNMA) ;  it  also  provides  that  FNMA  may  not  issue  stock  or  obli¬ 
gations  without  his  approval,  and  authorizes  him  to  examine  and  audit 
FNMA’s  books  and  transactions. 

Subsection  (ff)  makes  obligations  of  GNMA  as  well  as  of  FNMA 
lawful  investments,  and  exempts  all  stock,  obligations,  securities,  and 
other  instruments  issued  by  either  from  regulation  by  the  Securities 
and  Exchange  Commission. 

Section  803.  Participations 

This  section  amends  section  302(c)  (5)  of  the  National  Housing  Act 
to  permit  GNMA,  in  managing  trusts  created  for  sales  of  participation 
certificates,  to  issue  such  certificates  for  refinancing  purposes  without 
regard  to  the  present  requirement  of  appropriation  act  authority. 

Section  80 1±.  Mortgage-backed  securities 

Subsection  (a)  amends  section  304  of  the  National  Housing  Act  to 
allow  FNMA  to  issue  and  sell  securities  backed  by  a  set-aside  portion 
of  its  portfolio  of  mortgages. 

Subsection  (b)  amends  section  306  of  such  act  to  authorize  GNMA 
to  guarantee  payment  of  principal  and  interest  on  any  mortgage- 
backed  securities  issued  by  FNMA,  and  also  on  any  similar  securities 
issued  by  other  approved  private  issuers  so  long  as  they  are  backed 
by  mortgages  or  loans  guaranteed  or  insured  by  FHA,  VA,  or  the 
Farmers  Home  Administration  and  are  set  aside  in  a  manner  similar 
to  that  established  by  FNMA  under  section  304. 

Subsections  (c),  (d),  and  (e)  make  it  possible  for  savings  and  loan 
associations  and  banks  to  issue  and  sell  securities  guaranteed  by  GNMA 
under  this  section. 

Section  805.  Subordinated  and  convertible  debentures 

This  section  amends  section  304  of  the  National  Housing  Act  to 
allow  FNMA  to  issue  obligations  which  (in  any  manner  set  forth 
therein)  are  subordinated  to  its  other  obligations  and  may  be  con¬ 
verted  into  common  stock.  The  total  amount  of  such  subordinated 
obligations  outstanding  at  any  time  may  not  exceed  twice  FNMA’s 
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capital  and  surplus,  but  such  obligations  outstanding  which  are  sub¬ 
ordinated  to  FNMA’s  general  obligations  may  be  considered  part  of 
FNMA’s  capital  for  purposes  of  determining  the  amount  of  its  gen¬ 
eral  obligations  which  may  be  outstanding  at  any  one  time. 

Section  806.  Special  assistance  authorization 

This  section  amends  section  305(c)  of  the  National  Housing  Act  to 
increase  the  authorization  for  purchases  and  commitments  under 
GNMA’s  special  assistance  functions  by  $500  million  on  July  1,  1969. 

Section  807.  Amendments  to  other  laws 

This  section  makes  numerous  technical  changes  in  other  Federal 
laws  to  reflect  the  separation  of  the  existing  FNMA  functions  and  the 
creation  of  the  two  new  entities. 

Section  808.  Effective  date 

This  section  provides  that  the  amendments  made  by  this  title  are  to 
become  effective  on  a  date  to  be  established  by  the  Secretary  of  HUD, 
but  within  120  days  after  the  date  of  the  bill’s  enactment. 

Section  809.  Savings  provisions 

This  section  preserves  causes  of  action  and  legal  proceedings  exist¬ 
ing  or  instituted  by  or  against  FNMA  before  the  effective  date  so  that 
they  will  not  abate. 

Section  810.  Transitional  provisions 

This  section  sets  forth  transitional  provisions  governing  FNMA’s 
capital  stock,  and  provides  for  a  board  of  directors  during  the  transi¬ 
tional  period,  which  is  to  end  at  such  time  as  one- third  of  the  common 
stock  is  owned  by  persons  or  institutions  in  the  mortgage  lending, 
homebuilding,  real  estate,  or  related  businesses,  but  in  any  event  no 
sooner  than  May  1, 1970,  or  later  than  May  1, 1973.  During  this  period 
the  board  is  to  consist  of  nine  members,  initially  all  appointed  by  the 
Secretary  and  subsequently  partly  appointed  by  him  and  partly 
elected  by  the  stockholders.  The  president  of  FNMA  during  this  pe¬ 
riod  would  be  appointed  by  the  President  of  the  United  States,  by  and 
with  the  advice  and  consent  of  the  Senate,  and  would  be  removable 
for  cause  only.  One  of  the  Secretary’s  appointees  to  the  board  would 
have  to  be  the  president.  Until  all  of  its  outstanding  preferred  stock 
has  been  retired,  FNMA  is  to  be  considered  a  wholly  owned  Govern¬ 
ment  corporation.  FNMA’s  present  officers  and  employees  are  to  be¬ 
come  officers  and  employees  of  GNMA  on  the  effective  date.  Thereafter 
FNMA  and  GNMA  will  provide  methods  whereby  FNMA  may  hire 
GNMA’s  employees,  and  the  Secretary  is  to  seek  to  place  unhired  em¬ 
ployees  in  comparable  Federal  positions.  The  two  entities  may  pro¬ 
vide  by  contract  for  the  performance  by  either  of  any  of  the  functions 
of  the  other. 


TITLE  IX - NATIONAL  HOUSING  PARTNERSHIPS 

Section  901.  Statement  of  purpose 
This  section  states  the  congressional  finding  that  housing  for  low 
and  moderate  income  families  must  be  increased,  and  that  one  or  more 
private  organizations  should  be  created  to  encourage  maximum  pri¬ 
vate  investor  participation  to  this  end. 
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Section  902.  Creation  of  corporations 

This  section  authorizes  the  creation  of  a  private  corporation  for 
profit  (the  “corporation”).  It  also  authorizes  the  President  to  create 
one  or  more  additional  corporations  to  carry  out  the  purposes  of  the 
title  when  he  finds  it  in  the  national  interest  to  do  so. 

Section  903.  Process  of  organization 
This  section  authorizes  the  President,  by  and  with  the  advice  and 
consent  of  the  Senate,  to  appoint  incorporators  who  will  take  such 
action  as  may  be  necessary  or  appropriate  to  establish  the  corporation, 
will  serve  as  its  initial  board  of  directors,  and  will  arrange  for  an  ini¬ 
tial  stock  offering. 

Section  90J+.  Directors 

This  section  provides  that  the  Corporation  is  to  have  a  15-member 
board  of  directors;  three  members  are  to  be  appointed  by  the  Presi¬ 
dent  by  and  with  the  advice  and  consent  of  the  Senate,  to  serve  for 
3-year  terms,  and  the  other  12  are  to  be  elected  by  the  stockholders. 

Section  905.  Financing  the  corporation 

This  section  authorizes  the  corporation  to  issue  shares  of  stock  in 
such  number  and  of  such  types  as  may  be  permitted  in  its  articles  of 
incorporation. 

Section  906.  Purposes  and  powers  of  the  corporation 
This  section  authorizes  the  corporation  to  engage  in  specified  activi¬ 
ties  appropriate  to  the  provision  of  housing  and  related  facilities  pri¬ 
marily  for  low  or  moderate  income  persons,  with  or  without  the  use 
of  Federal  programs.  It  also  authorizes  the  corporation  to  enter  into 
and  participate  in  all  forms  of  partnerships  and  associations,  to  con¬ 
duct  research  and  study  projects,  to  provide  technical  assistance,  and 
to  provide  financing  assistance  to  other  organizations  in  connection 
with  its  activities.  The  corporation  is  to  have  the  usual  powers  con¬ 
ferred  upon  a  stock  corporation  by  the  District  of  Columbia  Business 
Corporation  Act.  Nothing  in  title  IX  is  to  have  the  effect  of  waiving 
the  Davis-Bacon  Act  or  any  other  law  requiring  compliance  with 
labor  standards,  to  the  extent  that  such  act  or  law  would  otherwise 
apply. 

Section  907.  National  housing  partnership 
This  section  authorizes  the  corporation  to  form  a  limited  partner¬ 
ship  (the  “partnership”)  in  which  the  corporation  is  the  general  part¬ 
ner  and  each  of  the  corporation’s  stockholders  may  be  limited  partners. 
The  partnership  is  authorized  to  conduct  the  same  activities  as  those 
authorized  for  the  corporation  for  the  purpose  of  engaging  in  low  and 
moderate  income  housing  undertakings  in  particular  localities.  The 
partnership  investment  in  any  such  undertaking  may  generally  not 
exceed  25  percent  of  the  initial  equity  investment. 

Section  908.  Report  to  Congress  and  records 

This  section  directs  the  corporation  to  submit  annual  reports  to 
the  President  for  transmittal  to  the  Congress,  and  requires  that  its 
accounts  be  audited  annually  by  independent  accountants. 
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Section  909.  Antitrust  laws 

This  section  makes  it  clear  that  activities  of  the  corporation,  the 
partnership,  and  other  participants  in  the  title  IX  program  are  subject 
to  the  Federal  antitrust  laws. 

Section  910.  Right  to  repeal,  alter ,  or  amend 

This  section  reserves  to  the  Congress  the  right  to  repeal,  alter,  or 
amend  the  title  at  any  time. 

Section  911.  Amendment  to  banking  laws 

This  section  amends  section  5136  of  the  Revised  Statutes  to  permit 
national  banks  to  invest  in  the  corporation,  the  partnership,  or  any 
other  entity  formed  under  the  title. 

TITLE  X — RURAL  HOUSING 

Section  1001.  Loans  to  provide  occupant-owned,  rental,  and  coopera¬ 
tive  housing  for  low  and  moderate  income  persons  and  families 

This  section  adds  to  title  V  of  the  Housing  Act  of  1949  a  new  section 
521,  authorizing  direct  and  insured  loans  to  provide  in  rural  areas 
(places  with  5,500  population  or  less)  occupant-owned  housing  for 
low  and  moderate  income  persons  and  families  and  rental  and  cooper¬ 
ative  housing  for  low  and  moderate  income  persons  and  families  or 
elderly  persons  and  iamilies,  where  assistance  is  not  available  from 
other  sources  including  the  new  HUD  section  235  and  236  programs 
added  by  the  bill.  Interest  is  to  be  at  a  rate  (not  less  than  1  percent) 
set  by  the  Secretary  of  Agriculture  after  considering  the  annually 
determined  cost  of  money  to  the  Treasury  (for  U.S.  obligations  of  com¬ 
parable  maturities)  and  the  payment  ability  of  the  applicants.  An 
interest  supplement  in  such  amount  as  may  be  necessary  to  market  the 
insured  loans  will  be  paid  from,  and  reimbursed  by  annual  appropria¬ 
tions  to,  the  rural  housing  insurance  fund.  Eligibility  is  broadened  to 
include  such  persons  and  families  not  previously  residing  in  rural 
areas. 

Section  1002.  Housing  for  rural  trainees 

This  section  adds  to  title  V  of  the  Housing  ^4ct  of  1949  a  new  sec¬ 
tion  522,  authorizing  financial  and  technical '  assistance  to  provide 
housing  and  related  facilities  in  rural  areas  for  trainees  (and  their 
families)  who  are  enrolled  in  federally  assisted  training  courses  to 
improve  their  employment  capability,  where  such  housing  and  facili¬ 
ties  could  not  be  reasonably  provided  in  any  other  way.  Sites  would 
be  selected  only  after  a  labor  area  survey  and  with  full  coordination 
among  all  Federal  agencies  having  related  responsibilities.  The  finan¬ 
cial  assistance  would  be  in  the  form  of  advances,  which  (if  for  land 
purchase)  would  be  repayable  with  interest  over  periods  not  longer 
than  33  years  or  (in  other  cases)  would  be  nonrepayable  or  repayable 
with  or  without  interest,  depending  on  the  applicant’s  payment  ability. 
Interest  is  to  be  at  a  rate  (not  less  than  1  percent)  set  by  the  Secretary 
of  Agriculture  after  considering  the  annually  determined  cost  of 
money  to  the  Treasury  (for  U.S.  obligations  of  comparable  maturi¬ 
ties)  and  the  payment  ability  of  the  applicants. 

Section  1003.  Appropriations 

This  section  amends  section  513  of  the  Housing  Act  of  1949  to  au¬ 
thorize  appropriations  to  the  Secretary  of  Agriculture  for  the  cost  of 
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administering  in  rural  areas  the  new  section  235  and  236  programs 
added  by  the  bill.  A  reasonable  portion  of  the  authority  to  enter  into 
contracts  thereunder  is  to  be  transferred  to  the  Secretary  of  Agricul¬ 
ture  for  use  in  these  areas.) 

Section  100  1*.  Purchase  of  land  for  building  sites  . 

This  section  amends  section  514(f)(2)  of  the  Housing  Act  of  1949 
to  broaden  the  eligible  purposes  of  domestic  farm  labor  housing  loans 
under  section  514  to  include  the  purchase  of  necessary  land  for  build¬ 
ing  sites. 

Section  1005.  Mutual  and  self-help  housing 

This  section  adds  to  title  V  of  the  Housing  Act  of  1949  a  new  section 
523,  authorizing  the  Secretary  of  Agriculture  to  make  grants  to  (or 
enter  into  contracts  with)  public  or  private  nonprofit  organizations 
to  pay  part  or  all  of  the  cost  of  developing  programs  to  carry  out  mu¬ 
tual  or  self-help  housing  efforts  and  to  coordinate  necessary  technical 
and  supervisory  assistance.  A  self-help  housing  land  development  fund 
is  authorized  to  provide  a  source  of  short-term  funds  to  public  or  pri¬ 
vate  nonprofit  organizations  to  buy  and  develop  building  sites  to  be 
sold  to  families,  nonprofit  organizations,  and  cooperatives  eligible  for 
assistance  under  section  235  or  236  of  the  National  Housing  Act  or 
section  521  of  the  Housing  Act  of  1949. 

The  Secretary  is  also  authorized  to  make  loans  to  needy  low-income 
participants  for  the  acquisition  and  development  of  land  and  the  pur¬ 
chase  of  necessary  materials ;  the  loans  would  bear  interest  at  not  more 
than  3  percent  and  have  terms  of  not  more  than  33  years.  Appropria¬ 
tions  not  over  $5  million  a  year  are  authorized  for  tne  purposes  of  the 
new  program,  and  no  commitment  can  be  entered  into  after  June  30, 
1973.  The  section  authorizes  appropriations  to  the  new  self-help  re¬ 
volving  fund  not  to  exceed  $1  million  for  fiscal  year  1969  and  not  to 
exceed  $2  million  for  fiscal  year  1970. 

TITLE  XI — URBAN  PROPERTY  PROTECTION  AND  REINSURANCE 

Section  1101.  Short  title 

This  section  provides  that  title  XI  may  be  cited  by  its  short  title — 
the  “Urban  Property  Protection  and  Reinsurance  Act  of  1968.” 

Section  1102.  Findings  and  declaration  of  purpose 

Subsection  (a)  sets  forth  a  finding  by  the  Congress  that  the  unavail¬ 
ability  of  property  insurance  in  inner  city  areas  is  accelerating  the 
deterioration  and  threatening  the  economic  well-being  of  cities,  and 
that  the  unavailability  of  riot  loss  reinsurance  makes  adequate  prop¬ 
erty  insurance  even  more  difficult  to  obtain. 

Subsection  (b)  states  that  the  purpose  of  title  XI  is  to  encourage  the 
development  of  statewide  programs  to  increase  the  availabiltiy  of 
property  insurance,  and  to  provide  Federal  reinsurance  with  appro¬ 
priate  State  sharing  in  reinsured  riot  losses. 

Section  1103.  Amendment  of  the  National  Housing  Act 

This  section  adds  to  the  National  Housing  Act  a  new  title  XII, 
establishing  the  national  insurance  development  program. 
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TITLE  XII - NATIONAL  INSURANCE  DEVELOPMENT  PROGRAM 

Section  1201.  Program  authority 

Authorizes  the  Secretary  of  HUD  to  establish  and  carry  out 
the  programs  provided  for  in  the  title,  and  provides  that  the 
powers  of  the  Secretary  will  terminate  on  April  30,  1973,  except 
to  the  extent  necessary  to  continue  reinsurance  until  April  30, 
1976,  and  to  complete  liquidation  in  accordance  with  a  plan 
approved  by  Congress. 

Section  1202.  Advisory  board;  meetings ,  duties ,  compensation, 
and  expenses 

Establishes  a  19-member  advisory  board  appointed  by  the  Sec¬ 
retary,  who  would  also  designate  the  chairman  and  vice  chairman, 
to  represent  the  general  public,  the  insurance  industry,  State  and 
local  governments,  and  the  Federal  Government.  No  more  than 
six  members  of  the  Board  would  be  from  the  Federal  Govern¬ 
ment,  no  less  than  four  would  be  representatives  of  the  private 
insurance  industry,  and  no  less  than  four  would  be  representatives 
of  State  insurance  authorities.  The  Board  would  review  general 
policies,  advise  the  Secretary,  and  perform  other  functions 
specified  in  the  title. 

Section  1203.  Definitions 

This  section  defines  (1)  “environmental  hazard”  to  mean  in¬ 
surance  hazards  beyond  tne  control  of  the  property  owner;  (2) 
“essential  property  insurance”  to  mean  insurance  against  direct 
loss  to  property  as  defined  and  limited  in  standard  fire  and 
extended  coverage  policies,  as  approved  by  the  State  insurance 
authority,  and  insurance  for  such  types,  classes,  and  locations  of 
property  against  the  perils  of  vandalism,  malicious  mischief,  bur¬ 
glary,  or  theft,  as  the  Secretary  shall  designate,  but  such  insurance 
could  not  include  automobile  insurance  or  such  types  of  manu¬ 
facturing  risks  excluded  by  the  State  insurance  authority;  (3) 
“inspection  facility”  to  mean  any  rating  bureau  or  other  person 
designated  by  the  State  insurance  authority  to  perform  inspec¬ 
tions  under  the  plans  set  forth  in  part  A ;  (4)  “insurer”  to  include 
insurance  companies  authorized  to  engage  in  the  insurance  busi¬ 
ness  under  State  law;  (5)  “pool”  to  mean  a  pool  or  association 
of  insurance  companies  formed  to  make  property  insurance  more 
readily  available;  (6)  “losses  resulting  from  riots  or  civil  dis¬ 
orders”  to  mean  losses  resulting  from  riots  or  civil  disorders  under 
policies  for  standard  lines  of  property  insurance  for  which  rein¬ 
surance  is  offered  as  determined  under  regulations  of  the  Secre¬ 
tary;  (7)  “property  owner”  to  mean  any  person  having  an 
insurable  interest  in  real  or  personal,  or  mixed  real  and  personal 
property;  (8)  “person”  to  include  any  individual  or  group  of 
individuals,  corporation,  partnership,  association,  or  any  orga¬ 
nized  group  of  persons;  (9)  “reinsured  losses”  to  mean  losses  on 
reinsurance  claims  and  expenses  incurred  in  connection  therewith ; 
(10)  “standard  line  of  property  insurance”  to  include  fire  and 
extended  coverage,  vandalism  and  malicious  mischief,  other  allied 
lines  of  fire  insurance,  burglary  and  theft,  those  portions  of  multi¬ 
ple  peril  policies  covering  perils  similar  to  the  foregoing,  inland 
marine,  glass,  boiler  and^machiii&ry,  oeeait  marine,  aircraft,  physi- 
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cal  damage,  and  such  other  lines  as  the  Secretary  may  designate ; 
(11)  “State’  to  mean  the  several  States,  the  District  of  Columbia, 
the  Commonwealth  of  Puerto  Rico,  Guam,  the  territories  and 
possessions,  and  the  Trust  Territory  of  the  Pacific;  (12)  “urban 
area”  to  include  any  municipality  or  political  subdivision  of  a 
State  subject  to  population  limits  and  such  additional  areas  as 
are  designated  by  the  State  insurance  authority;  and  (13)  “year” 
as  a  calendar  year,  fiscal  year,  or  other  period  of  12  months  as 
designated  by  the  Secretary.  The  Secretary  would  be  authorized 
to  define  any  technical  or  trade  term. 

Part  A — Statewide  Plans  To  Assure  Fair  Access  to  Insurance 

Requirements 


Section  1211.  Fair  plans 

Subsection  (a)  requires  every  insurer  reinsured  by  the  Secre¬ 
tary  to  cooperate  with  the  State  insurance  authority,  in  each  State 
in  which  it  acquires  reinsurance,  in  establishing  and  carrying  out 
statewide  plans  to  assure  fair  access  to  insurance  requirements 
(Fair  plans). 

Subsection  (b)  provides  that  these  plans,  which  must  be  ap¬ 
proved  by,  and  administered  under  the  supervision  of,  the  State 
insurance  authority  or  authorized  by  State  law,  are  to  be  designed 
to  make  essential  property  insurance  more  readily  available  in 
all  urban  areas  in  the  State.  Such  plans  may  vary  from  State  to 
State  because  of  local  conditions,  but  all  plans  must  include 
provisions  that — 

(1)  No  insurance  risk  shall  be  written  at  a  surcharged 
rate  or  be  denied  “essential  property  insurance”  unless  there 
is  first  an  inspection  of  the  property  by  an  inspection  facility, 
without  cost  to  the  owner  of  the  property,  and  a  determina¬ 
tion  made  that  the  risk  is  not  insurable  at  the  applicable 
premium  rate; 

(2)  Inspections  under  the  plan  may  be  requested  (in  writ¬ 
ing  or  otherwise)  by  a  property  owner  (anyone  with  an  insur¬ 
able  interest)  his  representative,  or  by  an  insurer,  agent, 
broker,  or  other  producer ; 

(3)  The  owner  of  the  building  need  not  be  present  during 
an  inspection  for  a  tenant  seeking  insurance  to  obtain  an 
inspection ; 

(4)  A  copy  of  the  inspection  report  will  be  promptly  sent 
to  an  insurer  after  an  inspection ; 

(5)  The  insurer  will  promptly  process  the  application  for 
insurance  after  the  inspection  report  is  received  and  will 
promptly  return  to  the  inspection  facility  a  copy  of  the 
inspection  report  and  a  copy  of  an  action  report  setting  forth 
the  amount  of  coverage  the  insurer  agrees  to  write.  If  the 
insurer  agrees  to  write  the  coverage  with  a  surcharge,  if  any 
is  authorized,  it  must  also  state  the  improvements  that  must 
be  made  to  the  property  before  it  will  provide  coverage  at 
an  unsurcharged  rate ;  if  the  insurer  agrees  to  provide  cover¬ 
age  on  condition  that  certain  improvements  are  made,  it  must 
state  what  improvements  are  required,  as  well  as  the  ajnount 
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of  coverage  it  agrees  to  write,  and  if  the  insurer  declines  the 
risk,  it  must  clearly  state  the  specific  reasons; 

(6)  An  insurer  declining  a  risk,  or  agreeing  to  provide 
coverage  only  if  the  property  is  improved,  will  promptly 
send  a  copy  of  the  inspection  and  action  reports  to  the  prop¬ 
erty  owner  who  requested  the  insurance  and  the  State  insur¬ 
ance  authority.  At  the  time  the  insurer  sends  these  reports  to 
the  property  owner,  it  must  also  explain  clearly  his  right  to 
appeal  the  decision  of  the  insurer  to  the  State  insurance 
authority ; 

(7)  All  policies  under  the  plan  will  be  written  promptly 
and  will  be  separately  coded  for  compilation  and  study 
purposes ; 

(8)  The  inspection*  facility  will  submit  periodic  reports  on 
the  operation  of  the  plan  to  the  State  insurance  authority 
and  to  the  Secretary.  This  report  would  set  forth,  by  indi¬ 
vidual  insurer,  the  number  of  risks  inspected  under  the  plan, 
the  number  of  risks  accepted,  the  number  or  risks  condition¬ 
ally  accepted  and  reinspections  made,  the  number  of  risks 
declined,  and  other  information ; 

(9)  Each  insurer  participating  in  the  plan  must  give  a 
policyholder  sufficient  notice  prior  to  cancellation  or  non- 
renewal  to  allow  the  policyholder  to  seek  a  new  policy  under 
the  plan  and  will  explain  to  the  policyholder  the  procedures 
for  obtaining  insurance  through  the  plan ;  and 

(10)  A  cooperative  and  continuing  public  education  pro¬ 
gram  will  be  undertaken  by  the  participating  insurers,  agents, 
and  brokers. 

Section  1212.  All-industry  'placement  facility 

This  section  requires  all  plans  to  include  an  all-industry  place¬ 
ment  facility,  doing  business  with  every  insurer  in  the  State  par¬ 
ticipating  in  the  plan.  This  facility  would  help  agents  and  brokers 
place  insurance  up  to  the  full  insurable  value  of  a  property,  except 
to  the  extent  that  deductibles,  percentage  participation  clauses, 
and  other  underwriting  devices  might  be  employed  to  meet  special 
problems  of  insurability.  The  facility  would  seek  to  place  this 
business  equitably  among  the  companies  with  which  it  is  doing 
business. 

Section  1213.  Industry  cooperation 

This  section  requires  every  insurer  participating  in  a  plan  to 
file  a  statement  pledging  its  full  participation  and  cooperation  in 
carrying  out  the  plan  with  the  State  insurance  authority  and  with 
the  Secretary.  It  would  prohibit  an  insurance  company  from 
discouraging  in  any  way  its  agents  and  brokers  from  submitting 
applications  for  insurance  through  a  plan. 

Section  121 1*.  Plan  evaluation 

Subsection  (a)  provides  for  the  State  insurance  authority  to 
transmit  copies  of  a  plan,  and  any  amendments,  to  the  Secretary 
and  to  advise  him  concerning  the  operation  of  the  plan,  and  the 
need  to  adopt  other  programs  to  make  essential  property  insurance 
more  readily  available. 
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Subsection  (b)  authorizes  the  Secretary,  after  full  consultation 
with  the  advisory  board,  to  modify  the  criteria  for  plans  if  he 
finds,  on  the  basis  of  experience,  such  action  is  necessary  or  desir¬ 
able  to  carry  out  the  purposes  of  the  title.  The  Secretary  would 
also  be  authorized  to  waive  compliance  with  one  or  more  of  the 
plan  criteria  upon  certification  by  the  State  insurance  authority 
that  compliance  is  unnecessary  or  inadvisable  under  local 
conditions  or  State  law. 

Part  B — Reinsurance  Coverage 

Section  1221.  Reinsurance  of  losses  from  riots  or  civil  disorders 

Subsection  (a)  authorizes  the  Secretary  to  offer  to  any  insurer 
or  pool,  subject  to  the  conditions  set  forth  in  section  1223,  rein¬ 
surance  against  property  losses  resulting  from  riots  or  civil  dis¬ 
orders.  Reinsurance  would  be  offered  on  fire  and  extended 
coverage,  vandalism  and  malicious  mischief,  other  allied  lines  of 
fire  insurance,  burglary  and  theft,  and  those  portions  of  multiple- 
peril  policies  covering  perils  similar  to  the  foregoing.  Reinsurance 
would  be  offered  on  all  of  these  lines,  taken  together.  Companies 
acquiring  reinsurance  on  all  such  lines  would  be  eligible  to  pur¬ 
chase  reinsurance  on  anv  other  individual  standard  lines  of  pro¬ 
perty  insurance. 

Subsection  (b)  provides  that  reinsurance  coverage  may  be  pro¬ 
vided  immediately  following  enactment  of  the  title  by  means  of  a 
written  binder  which  is  to  expire  at  the  end  of  a  90-day  period  or 
upon  the  effective  date  of  the  reinsurance  contract  between  an 
insurer  and  the  Secretary,  whichever  is  earlier. 

Subsection  (c)  provides  that  no  reinsurance  will  be  offered  to 
an  insurer  in  a  State  after  the  expiration  of  the  binder  referred 
to  in  subsection  (b)  unless  the  insurer  is  participating  in  that 
State’s  plan  as  described  in  part  A. 

Section  1222.  Reinsurance  agreements  and  'premiums 

Subsection  (a)  authorizes  the  Secretary,  during  the  first  year 
following  enactment  of  the  title,  to  enter  into  reinsurance  con¬ 
tracts  in  consideration  of  payment  of  such  premium  or  other 
charge  which  the  Secretary  deems  adequate  to  obtain  an  aggre¬ 
gate  fund  in  excess  of  the  estimated  amount  of  insured  riot  losses 
during  1967,  assuming  a  substantial  proportion  of  property  in¬ 
surance  written  will  be  reinsured.  Thereafter,  the  Secretary  may 
increase  or  decrease  such  premiums  for  reinsurance  if  it  is  found, 
after  full  consultation  with  the  advisory  board  and  the  National 
Association  of  Insurance  Commissioners,  that  such  action  is  nec¬ 
essary  or  appropriate. 

Subsection  (b)  provides  that  the  reinsurance  offered  shall  reim¬ 
burse  an  insurer  for  its  total  proved  and  approved  claims  for 
losses  resulting  from  riots  or  civil  disorders  during  the  term  of 
the  reinsurance  contract,  in  excess  of  the  amount  of  the  insurer’s 
retention  of  such  losses  as  provided  in  the  reinsurance  contract. 

Subsection  (c)  authorizes  the  Secretary  to  include  such  terms 
and  conditions  in  reinsurance  contracts  as  are  necessary  to  carry 
out  the  purposes  of  the  title,  but  such  terms  and  conditions  shall 
be  uniform  throughout  the  country. 
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Subsection  (d)  provides  that  reinsurance  contracts  will  be  for 
a  term  expiring  on  April  30,  1969,  and  on  April  30  each  year 
thereafter  and  shall  be  entered  into  within  90  days  of  the  effective 
date  of  this  title  or  within  90  days  prior  to  April  30  each  year 
thereafter,  or  within  90  days  after  an  insurer  is  authorized  to 
write  insurance  in  a  State  which  it  was  not  so  authorized  to  write 
in  the  preceding  year. 

Section  1223.  Conditions  of  reinsurance 

Subsection  (a)  sets  forth  various  conditions  under  which  the 
Secretary  will  terminate  existing  reinsurance  and  will  not  offer 
new  coverage  on  policies  written  after  the  termination  date. 

Paragraph  (1)  provides  that  reinsurance  will  not  be  offered 
in  any  State  if  the  State  itself,  its  political  subdivisions,  or  a  gov¬ 
ernmental  corporation  or  fund  established  pursuant  to  State  law, 
does  not  assume  a  portion  of  the  responsibility  for  assisting  the 
Secretary  to  reinsure  against  losses  resulting  from  riots  or  civil 
disorders,  within  1  year  after  the  effective  date  of  the  act,  or  if  the 
appropriate  State  legislative  body  has  not  met  in  regular  session 
during  that  year  by  the  close  of  its  next  regular  session.  The  State 
would  not  be  called  on  to  reimburse  the  Secretary  until  the  rein¬ 
sured  losses  paid  by  the  Secretary  in  a  calendar  year  are  in  excess 
of  (A)  the  total  reinsurance  premiums  received  in  the  State  dur¬ 
ing  the  year,  plus  (B)  the  excess  of  reinsurance  premiums  re¬ 
ceived  in  the  State  over  reinsured  losses  paid  by  the  Secretary 
during  the  preceding  period  measured  from  the  most  recent  cal¬ 
endar  year  in  which  the  State  had  reimbursed  the  Secretary  for 
reinsured  losses.  After  the  Secretary  has  paid  such  amount  of 
reinsured  losses  in  a  calendar  year,  the  State  would  reimburse  the 
Secretary  for  his  additional  reinsured  losses  in  that  State  during 
the  year,  in  an  amount  up  to  5  percent  of  the  aggregate  property 
insurance  premiums  earned  in  the  State  during  the  preceding 
calendar  year  on  those  lines  of  insurance  reinsured  by  the  Secre¬ 
tary  in  the  State  in  the  current  year.  Under  the  foregoing  for¬ 
mula,  State  sharing  would  not  be  required  unless  losses  in  a  State 
exceeded  the  sum  of  ( 1 )  the  premiums  paid  by  the  insurance  in¬ 
dustry  for  reinsurance  in  that  State  (premiums  paid  in  the  year 
in  which  the  losses  occurred  plus  premiums  paid  in  previous  years 
in  excess  of  reinsured  losses  paid),  and  (2)  the  companies’  re¬ 
tained  losses. 

Paragraph  (2)  provides  that  reinsurance  will  cease  to  be  avail¬ 
able  on  new  policies  written  in  a  State  after  30  days  following  the 
Secretary’s  notification  to  the  insurer  that  the  Secretary,  after 
consultation  with  the  State  insurance  authority,  finds  that  a  suit¬ 
able  program,  in  addition  to  the  plan  set  forth  in  part  A,  is  re¬ 
quired  to  make  essential  property  insurance  more  readily  avail¬ 
able  in  the  State  without  regard  to  environmental  hazards,  and 
that  such  program  has  not  been  adopted.  This  paragraph,  how¬ 
ever,  would  not  become  effective  until  2  years  after  the  effective 
date  of  this  act,  or  at  such  earlier  date  as  the  Secretary,  after 
consultation  with  the  State  insurance  authority,  may  determine. 

Paragraph  (3)  provides  that  reinsurance  will  cease  to  be  avail¬ 
able  on  policies  written  in  a  State  after  30  days  following  notifica¬ 
tion  to  the  insurer  that  the  Secretary  or  the  State  insurance  author- 
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ity  finds  that  the  insurer  is  not  fully  participating  in  the  plan  in 
the  State,  in  an  existing  pool,  or  in  any  other  existing  program 
found  by  the  Secretary  to  aid  in  making  essential  property  insur¬ 
ance  more  readily  available  in  the  State.  The  Secretary  could  not 
make  such  a  finaing  unless  he  has  requested  and  considered  the 
views  of  the  State  insurance  authority,  or  the  State  authority  has 
failed  to  respond  to  a  written  request  for  such  views  within  a  rea¬ 
sonable  period  of  time. 

Paragraph  (4)  provides  that  reinsurance  will  not  be  available 
on  new  policies  writen  by  an  insurer  following  a  merger,  acqui¬ 
sition,  consolidation,  or  reorganization  involving  an  insurer  with 
reinsurance  on  one  or  more  lines  of  insurance  and  an  insurer  with 
or  without  such  reinsurance  unless  the  surviving  company  meets 
the  criteria  of  eligibility  for  reinsurance  other  than  as  provided  in 
section  1222(d)  and  promptly  pays  any  reinsurance  premiums 
due. 

Paragraph  (5)  provides  that  reinsurance  will  terminate  upon, 
cancellation  by  the  insurer. 

Subsection  (b)  provides  that  if  reinsurance  is  terminated  or 
canceled  under  this  section  coverage  may  continue  for  policies 
written  during  the  time  reinsurance  was  in  force  upon  payment 
of  an  appropriate  premium  or  other  charge. 

Section  122J+.  Recovery  of  'premiums;  statute  of  limitations 

This  section  authorizes  the  Secretary  to  recover  any  unpaid  pre¬ 
miums  for  reinsurance.  It  imposes  a  5-year  statute  of  limitations 
on  the  recovery  by  an  insurer  of  excess  premiums  paid  to  the  Sec¬ 
retary  or  the  recovery  by  the  Secretary  for  reinsurance  premiums 
due ;  and  provides  that  if  an  insurer  has  filed  false  documents  with 
the  Secretary  with  the  intent  to  evade  payment  of  the  appropriate 
premium  the  5-year  period  will  not  begin  until  the  Secretary 
discovers  the  deception. 

Part  C — Provisions  of  General  Applicability 

Section  1231.  Claims  and  'judicial  review 

This  section  authorizes  the  Secretary  to  adjust  and  pay  claims, 
for  proved  and  approved  losses  covered  by  reinsurance  and  au¬ 
thorizes  any  claimant,  upon  disallowance  of  a  claim,  to  institute 
an  action  within  1  year  after  the  receipt  of  the  notice  of  disallow¬ 
ance  in  the  U.S.  district  court  for  the  district  in  which  the  in¬ 
sured  property  was  situated.  Jurisdiction  would  be  conferred  on 
the  district  court  without  regard  to  the  amount  in  controversy. 

Section  1232.  Fiscal  intermediaries  and  servicing  agents 

Subsection  (a)  authorizes  the  Secretary  to  enter  into  contracts 
with  any  insurer  or  private  organization  for  performance  of  any 
or  all  of  the  following  functions:  (1)  Estimating  or  determining 
reinsurance  claim  payment  amounts;  (2)  receiving  funds  and  dis¬ 
bursing  and  accounting  for  them  in  making  reinsurance  claim  pay¬ 
ments;  (3)  auditing  the  records  of  any  insurer  to  assure  proper 
payments;  (4)  establishing  the  basis  of  liability  for  reinsurance; 
and  (5)  otherwise  furthering  the  purposes  of  tne  act  as  provided 
in  the  contract. 
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Subsection  (b)  provides  that  surety  bonds  may  be  required  from 
the  insurer  or  private  organization,  or  any  of  its  officers  or  em¬ 
ployees  participating  in  carrying  out  the  contract,  in  amounts 
deemed  appropriate  by  the  Secretary.  No  individual  designated  to 
certify  payments  and  no  officer  in  the  Federal  Government  dis¬ 
bursing  funds  in  accordance  with  a  proper  certification  of  pay¬ 
ments  would  be  liable  with  respect  to  such  payments  in  the  absence 
of  gross  negligence  or  intent  to  defraud  the  United  States. 

Section  1233.  National  insurance  development  fund 

Subsection  (a)  authorizes  a  national  insurance  development 
fund  to  be  used  by  the  Secretary  to  carry  out  the  programs  author¬ 
ized  under  this  new  title.  The  fund  would  be  available  without  fis¬ 
cal  year  limitation  to :  (1)  Pay  reinsurance  claims  under  the  rein¬ 
surance  coverages  provided  in  part  B ;  (2)  pay  the  administrative 
expenses  of  the  program ;  and  (3)  repay  with  interest,  sums  which 
may  be  borrowed  from  the  Secretary  of  the  Treasury  under  section 
520(b)  of  the  National  Housing  Act. 

Subsection  (b)  provides  that  the  fund  is  to  be  credited  with :  (1) 
Reinsurance  premiums  paid  by  insurers  in  connection  with  the 
reinsurance  coverages  provided  under  part  B;  (2)  amounts  ad¬ 
vanced  to  the  fund  from  appropriations  to  maintain  the  fund  in 
a  condition  adequate  to  meet  its  liabilities;  (3)  interest  on  invest¬ 
ments  of  the  fund ;  (4)  receipts  from  other  sources  which  may  be 
deposited  in  the  fund;  and  (5)  funds  which  may  be  borrowed 
under  section  520(b)  and  deposited  in  the  fund. 

Subsection  (c)  authorizes  the  Secretary,  after  determination 
that  fund  moneys  exceed  current  needs,  to  invest  such  amounts  as 
he  deems  advisable  through  the  Secretary  of  the  Treasury,  in 
obligations  isued  or  guaranteed  by  the  United  States. 

Subsection  (d)  provides  that  an  annual  business-type  budget 
for  the  fund  shall  be  prepared,  transmitted  to  Congress,  con¬ 
sidered,  and  enacted  in  the  manner  prescribed  by  sections  102, 
103,  and  104  of  the  Government  Corporation  Control  Act. 

Section  123 If.  Records ,  annual  statements ,  and  audits 

Subsection  (a)  requires  any  insurer  acquiring  reinsurance  to 
furnish  the  Secretary  with  summaries  and  analyses  of  informa¬ 
tion  in  their  records  in  such  forms  as  the  Secretary,  in  cooperation 
with  the  State  insurance  authority,  shall  prescribe  by  rules  and 
regulations.  The  Secretary  would  be  required  to  use  State  insur¬ 
ance  authority  examination  reports  and  facilities  to  the  maximum 
extent  feasible.  , 

Subsection  (b)  requires  every  insurer  acquiring  reinsurance  to 
file  with  the  Secretary  a  copy  of  the  annual  statement,  or  any 
amendment  thereto,  that  it  files  with  the  State  insurance  author¬ 
ity  of  its  domiciliary  State,  at  the  time  it  files  the  statement  or 
amendment  with  the  insurance  authority. 

Subsection  (c)  requires  insurers  or  other  persons  executing  con¬ 
tracts  with  the  Secretary  under  sections  1222  or  1232  to  keep  such 
reasonable  records  as  will  facilitate  an  effective  audit  of  liability 
for  reinsurance  payments  by  the  Secretary. 

Subsection  (d)  authorizes  the  Secretary  and  the  Comptroller 
General  of  the  United  States,  or  their  designees,  to  have  access  to 
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the  books  and  records  of  an  insurer  or  other  person  for  the  purpose 
of  conducting  an  audit  pertinent  to  the  costs  of  any  program 
undertaken  for,  or  services  rendered  to,  the  Secretary. 

To  the  maximum  extent  feasible,  such  audits  are  to  be  conducted 
in  cooperation  with  State  insurance  authorities  and  through  use 
of  their  examining  facilities. 

Section  1235.  Study  of  reinsurance  and  other  'programs 

This  section  authorizes  and  directs  the  Secretary  to  conduct 
studies  to  help  assure  an  adequate  supply  of  burglary  and  theft 
and  other  property  insurance  in  urban  areas,  and  to  help  assure 
the  adequate  availability  of  surety  bonds  for  construction  con¬ 
tractors  in  urban  areas.  The  Secretary  is  required  to  submit  the 
results  of  his  study,  together  with  appropriate  recommendations, 
to  the  President  and  the  Congress  no  later  than  1  year  after  the 
effective  date  of  the  title. 

Section  1236.  Other  studies 

This  section  authorizes  the  Secretary  to  undertake  studies  of 
(1)  the  operation  of  the  plans  under  part  (A) ;  (2)  the  extent  to 
which  essential  property  insurance  is  unavailable  in  urban  areas ; 
(3)  the  market  for  private  reinsurance;  and  (4)  loss-prevention 
methods  and  procedures,  insurance  marketing  methods,  and  un¬ 
derwriting  techniques.  The  Secretary  would  be  required  to  conduct 
any  study  authorized  under  this  section  in  cooperation  with  State 
insurance  authorities  and  the  private  insurance  industry  to  the 
extent  practicable  and  feasible. 

Section  1237.  General  powers 

This  section  gives  the  Secretary  the  authority  to  issue  rules  and 
regulations  and  other  powers  and  duties  set  forth  in  section  402 
(except  subsecs,  (c)  (2),  (d),  and  (f )  of  the  Housing  Act  of  1950. 
This  would  provide  for  a  budget  program  and  audit  of  accounts 
in  accordance  with  the  Government  Corporation  Control  Act,  and 
also  provide  that  financial  transactions  under  the  reinsurance  pro¬ 
gram  shall  be  final  and  conclusive  upon  all  officers  of  the  Govern¬ 
ment.  The  section  provides  that  rules  and  regulations  of  the  Sec¬ 
retary  shall  only  be  issued  after  full  consultation  with  the  Ad¬ 
visory  Board,  and  after  notice  and  hearing,  if  granted,  as  required 
by  the  Administrative  Procedure  Act. 

Section  1238.  Service  and  facilities  of  other  agencies — utilization 
of  personnel ,  services ,  facilities ,  and  information . 

Authorizes  the  Secretary,  with  the  consent  of  the  agency  con¬ 
cerned,  to  utilize  the  personnel  and  information  of  any  agency  of 
the  Federal  Government  on  a  reimbursable  basis  and  to  obtain 
data  relevant  to  matters  within  his  jurisdiction  from  any  Federal 
agency  on  a  nonreimbursement  basis  to  the  extent  permitted  by 
law. 

Section  1239.  Advance  payments 

Provides  that  the  Secretary  may  make  reinsurance  payments  in 
advance  or  by  way  of  reimbursement  and  in  such  installments 
and  on  such  conditions  as  he  may  determine. 
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Section  121ft.  Taxation 

Exempts  the  National  Insurance  Development  Fund  from  local, 
State,  or  Federal  taxation  except  that  real  property  acquired  as  a 
result  of  reinsurance  may  be  taxed  by  a  State  or  political  subdi¬ 
vision  to  the  same  extent,  according  to  the  value  of  the  property, 
as  other  real  property  is  taxed. 

Section  121^1.  Appropriations 

Authorizes  to  be  appropriated  such  sums  as  may  be  necessary  to 
carry  out  the  title. 

Section  110 J+.  Financing 

This  section  of  the  bill  amends  section  520(b)  of  the  National  Hous¬ 
ing  Act  to  permit  use  of  the  borrowing  authorization  contained  therein 
for  payment  of  losses  reinsured  under  title  XII  of  the  act,  provided 
that  borrowings  for  this  purpose  are  limited  to  $250  million  or  such 
further  sum  as  the  Congress,  by  joint  resolution,  may  from  time  to 
time  determine. 

Section  1105.  Federal  Insurance  Administrator 

This  section  provides  for  a  Federal  Insurance  Administrator  in  the 
Department  of  HUD  at  executive  level  IV,  who  will  be  responsible  for 
the  programs  under  this  title  and  the  flood  insurance  program  provided 
for  in  title  XIII. 

Section  1106.  Disaster  relief 

This  section  amends  section  7(b)(1)  of  the  Small  Business  Act,  sec¬ 
tion  101(c)  (2)  (E)  of  the  Housing  and  Urban  Development  Act  of 
1965,  section  111  of  the  Housing  Act  of  1949,  and  section  203  (h)  of  the 
National  Housing  Act  to  make  clear  that  their  provisions  for  disaster 
assistance  apply  in  case  of  riot  or  civil  disorder.  The  section  also  pro¬ 
vides  that  no  person  convicted  of  a  felony  during  and  in  connection 
with  a  riot  or  civil  disorder  shall  be  permitted  to  receive  any  benefit 
from  the  disaster  relief  laws  of  the  United  States,  for  a  period  of  1 
year  after  the  date  of  his  conviction. 

TITLE  xn — DISTRICT  OF  COLUMBIA  INSURANCE  PLACEMENT  ACT 

Section  1201.  Short  title 

This  section  provides  that  the  title  may  be  cited  as  the  “District  of 
Columbia  Insurance  Placement  Act”. 

Section  1202.  Declaration  of  purpose 

This  section  states  that  the  purposes  of  the  title  are  to  (1)  assure 
stability  in  the  District  of  Columbia  property  insurance  market;  (2) 
assure  the  availability  of  basic  property  insurance;  (3)  encourage  the 
maximum  use  of  the  normal  insurance  market  to  provide  basic  prop¬ 
erty  insurance;  and  (4)  to  provide  for  the  equitable  distribution  among 
insurers  of  the  responsibility  for  insuring  qualified  property  and  to 
authorize  the  establishment  of  a  joint  underwriting  association. 

Section  1203.  Definitions 

This  section  defines  ( 1 )  “Commissioner”  to  mean  the  Commissioner 
of  the  District  of  Columbia  or  his  designated  agent;  (2)  “basic  prop¬ 
erty  insurance”  to  mean  insurance  against  fire  policy  and  extended 
coverage  endorsement  thereon,  as  approved  by  the  Commissioner,  and 
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such  other  insurance  as  the  Commissioner  may  designate  by  regula¬ 
tion  from  lines  of  property  insurance  for  which  reinsurance  is  avail¬ 
able  under  title  XII  of  the  National  Housing  Act;  (3)  “environmental 
hazard”  to  mean  any  insurance  hazards  beyond  the  control  of  a  prop¬ 
erty  owner;  (4)  “inspection  bureau”  to  mean  any  rating  bureau  or 
other  organization  designated  by  the  Commissioner  to  perform  in¬ 
spections  required  under  the  title;  (5)  “industry  placement  facility” 
and  “facility”  to  mean  the  facility  consisting  of  all  licensed  insurers 
writing  basic  property  insurance  in  the  District  of  Columbia  to  assist 
agents,  brokers,  and  applicants  in  securing  basic  property  insurance; 
(6)  “premiums  written”  to  mean  gross  direct  premiums  charged  for 
basic  property  insurance  with  respect  to  properties  in  the  District  of 
Columbia  including  the  basic  property  insurance  components  of  multi¬ 
peril  policies,  less  all  premiums  and  dividends  returned,  paid,  or 
credited  to  policyholders  or  the  unused  or  unabsorbed  portions  of  pre¬ 
mium  deposits;  and,  (7)  “property  owner”  to  mean  any  person  having 
an  insurable  interest  in  real,  personal,  or  mixed  real  and  personal 
property. 

Section  120Ji.  Industry  'placement  facility 

Subsection  (a)  requires  all  licensed  insurers  writing  basic  property 
insurance  in  the  District  of  Columbia  to  establish  an  industry  place¬ 
ment  facility  within  30  days  after  the  effective  date  of  the  act.  This 
facility  is  to  formulate  and  administer  a  program  to  provide  for  the 
equitable  apportionment  among  insurers  of  applications  for  basic 
property  insurance  on  risks  which  meet  reasonable  underwriting 
standards.  The  facility  is  to  seek  to  place  insurance  up  to  the  full  insur¬ 
able  value  of  the  risk,  except  to  the  extent  that  deductibles,  percentage 
participation  clauses,  and  other  underwriting  devices  are  employed 
to  meet  special  problems  of  insurability. 

Subsection  (b)  makes  clear  that  the  facility  may,  subject  to  the 
approval  of  the  Commissioner,  provide  for  the  equitable  distribution 
of  commercial  risks  and  dwelling  risks  among  its  members. 

Subsection  (c)  requires  each  licensed  insurer  writing  basic  property 
insurance  to  participate  in  the  industry  placement  facility  in  accord¬ 
ance  with  its  established  rules  as  a  condition  of  its  authority  to  trans¬ 
act  business  in  the  District  of  Columbia.  In  lieu  of  revoking  or  sus¬ 
pending  the  certificate  of  authority  of  any  company  for  any  failure  to 
comply  ydth  any  of  the  rules  of  the  facility,  the  Commissioner  may 
subject  a  company  to  a  penalty  of  not  more  than  $200  for  each  viola¬ 
tion  of  such  rules  if  such  action  would  best  serve  the  public  interest. 

Section  1205.  Fair  access  to  insurance  requirements 

Subsection  (a)  requires  the  industry  placement  facility  on  its  own 
motion,  or  within  30  days  after  a  request  by  the  Commissioner,  to 
submit  to  the  Commissioner  such  proposed  rules  and  regulations  ap¬ 
plicable  to  insurers,  agents,  and  brokers,  deemed  necessary  to  assure 
all  property  owners  in  the  District  of  Columbia  fair  access  to  basic 
property  insurance.  These  rules  and  regulations  could,  among  other 
matters,  cover  (1)  the  manner  and  scope  of  inspection  of  risk;  (2)  the 
preparation  and  filing  of  inspection  reports  and  reports  of  actions 
taken  in  connection  with  inspected  risks;  and  (3)  the  operation  of 
the  industry  placement  facility. 
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Subsection  (b)  provides  that  the  Commissioner  may  adopt  such  of 
the  proposed  rules  and  regulations  submitted  by  the  facility  as  he 
approves.  If  the  Commissioner  disapproves  any  proposed  rule,  he 
shall  state  his  reasons  and  shall  require,  in  consultation  with  him,  the 
facility  to  submit  to  him  a  revision  of  the  rule  or  regulation.  The  revi¬ 
sion  must  be  submitted  within  10  days  or  within  such  greater  period  of 
time  as  may  be  designated  by  the  Commissioner.  If  the  facility  fails 
to  submit  a  proposed  rule  or  regulation,  or  a  revision  thereof,  within 
the  designated  time,  or  if  a  revised  rule  or  regulation  is  unacceptable 
to  the  Commissioner,  the  Commissioner  may  adopt  rules  and  regula¬ 
tions  covering  the  same  general  subject  matter  as  he  may  deem  neces¬ 
sary  to  carry  out  the  purposes  of  the  act.  Any  rule  or  regulation  shall 
be  consistent  with  the  requirements  of  part  A  of  title  12  of  the  Na¬ 
tional  Housing  Act. 

Section  1206.  Joint  underwriting  association 

Subsection  (a)  authorizes  the  Commissioner  to  establish  by  order 
a  joint  underwriting  association  if  he  finds,  after  notice  and  oppor¬ 
tunity  for  hearing,  that  the  association  is  necessary  to  carry  out  the 
purposes  of  the  act.  The  association  is  to  consist  of  all  District  in¬ 
surers  writing  basic  property  insurance  on  a  direct  basis  and  would 
provide  reinsurance  for  its  members. 

Subsection  (b)  requires  insurers  to  comply  with  all  the  require¬ 
ments  of  membership  in  the  association  as  a  condition  of  authority 
to  transact  business  in  the  District.  In  lieu  of  revoking  or  suspending 
the  certificate  of  authority  of  a  company  for  failure  to  comply  with 
any  of  the  requirements  of  membership,  the  Commissioner  is  au¬ 
thorized  to  subject  a  company  to  a  penalty  of  not  more  than  $200  if 
he  believes  such  action  would  best  serve  the  public  interest. 

Paragraph  (1)  of  subsection  (c)  requires  the  association  to  submit 
a  proposed  plan  of  operations  to  the  Commissioner  within  60  days 
after  the  Commissioner  orders  the  formation  of  the  association.  The 
plan  is  to  provide  for  the  economical,  fair,  and  nondiscriminatory 
operation  of  the  association  and  for  the  prompt  and  efficient  provision, 
without  regard  to  environmental  hazards,  of  reinsurance  on  such  basic 
property  insurance  as  may  be  designated  by  the  Commissioner. 

Paragraph  (2)  provides  that  the  plan  of  operation  of  the  associa¬ 
tion  is  subject  to  approval  by  the  Commissioner.  If  the  Commissioner 
disapproves  all  or  any  part  of  the  proposed  plan  of  operation,  he 
shall  state  his  reasons  and  consult  with  the  association,  which  is  given 
another  30  days  to  devise  an  acceptable  plan.  If  it  does  not,  the  Com’ 
missioner  is  authorized  to  promulgate  a  plan  of  operation. 

Paragraph  (3)  provides  that  the  association  may  amend  the  plan 
of  operation  on  its  own  initiative,  subject  to  approval  by  the  Commis¬ 
sioner.  The  association,  however,  must  amend  the  plan  at  the  direc¬ 
tion  of  the  Commissioner  if  he  finds  such  action  is  necessary  to  carry 
out  the  purposes  of  the  act. 

Subsection  (d)  provides  that  all  members  of  the  association  are 
to  participate  in  its  writings,  expenses,  profits  and  losses,  or  in  such 
categories  thereof  as  may  be  separately  established  by  the  association, 
in  accordance  with  such  formula  as  may  be  devised  by  the  association. 
The  categories  and  formulas  established  by  the  association  are  sub¬ 
ject  to  approval  by  the  Commissioner. 
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Subsection  (e)  provides  that  the  association  is  to  be  governed  by  a 
board  of  11  directors,  elected  annually,  by  cumulative  voting  of  the 
members  of  the  association.  The  votes  of  each  member  of  the  associa¬ 
tion  are  to  be  weighed  in  accordance  with  the  proportionate  amount 
of  each  member’s  net  direct  premiums  written  m  the  District  of  Co¬ 
lumbia  during  the  preceding  calendar  year.  The  first  board  is  to  be 
elected  within  30  days  after  the  Commissioner’s  order  at  a  meeting 
of  the  members  at  a  time  and  place  designated  by  the  Commissioner. 

Section  1*207.  Examination  by  Commissioner 

This  section  provides  that  the  inspection  bureau,  industry  place¬ 
ment  facility,  and  any  joint  underwriting  association  are  to  be  sub¬ 
ject  to  supervision,  regulation,  and  examination  by  the  Commissioner. 
Further,  it  authorizes  the  Commissioner  to  summon  and  qualify  wit¬ 
nesses  under  oath  with  respect  to  the  operation  of  such  facilities. 

Section  1208.  Waiver  of  liability 

This  section  provides  that  no  cause  of  action  shall  arise  against 
insurers,  the  inspection  bureau,  industry  placement  facility,  or  any 
joint  underwriting  association  or  their  agents  or  employees,  or  any 
officer  or  employee  of  the  District  of  Columbia,  as  the  result  of  any 
statements  made  by  them  in  good  faith  concerning  the  insurability 
of  property.  Reports  and  communications  with  respect  to  individual 
properties  are  not  to  be  available  for  public  inspection. 

Section  1209.  Annual  reports  by  joint  underwriting  association 

This  section  requires  the  joint  underwriting  association  to  file  an 
annual  report  with  the  Commissioner  containing  information  with 
respect  to  its  transactions,  condition,  operatings,  and  affairs  during  the 
preceding  year  and  such  other  information  in  such  form  as  the  Com¬ 
missioner  may  prescribe.  The  Commissioner  may  also  require  the  asso¬ 
ciation  to  furnish  him  with  such  information  from  time  to  time  as 
he  may  require  to  evaluate  the  scope,  operation,  and  experience  of  the 
association. 

Section  1210.  Appeals 

Subsection  (a)  permits  any  applicant  for  insurance  or  any  affected 
insurer  to  appeal  to  the  Commissioner  any  ruling,  action,  or  decision  by 
or  on  behalf  of  the  inspection  bureau,  industry  placement  facility,  or 
joint  underwriting  association  after  exhaustion  of  remedies  available 
within  the  bureau,  facility,  or  association. 

Subsection  (b)  provides  that  all  final  orders  or  decisions  of  the  Com¬ 
missioner  made  pursuant  to  the  title  are  reviewable  by  the  District  of 
Colu.nbia  Court  of  Appeals. 

Section  1211.  Reimbursement  for  reinsurance  provided  under  National 
Insurance  Development  Program 

Subsection  (a)  authorizes  the  Commissioner  to  assess  each  insurer 
authorized  to  do  business  in  the  District  of  Columbia  an  amount  suffi¬ 
cient  to  provide  a  fund  to  reimburse  the  Secretary  of  Housing  and 
Urban  Development,  as  required  by  title  XI  of  this  act.  The  assessment 
would  be  based  on  the  proportion  of  the  premiums  earned  in  the  Dis¬ 
trict  of  Columbia  during  the  preceding  year  on  lines  of  insurance  re¬ 
insured  by  the  Secretary  during  the  current  year  whether  or  not  the 
particular  company  was  reinsured  by  the  Secretary.  Such  fund  could 
be  added  to  or  created  by  appropriations. . 
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Subsection  (b)  requires  insurers  to  add  to  the  premium  rate  on 
insurance  coverages  for  which  the  assessment  is  made  an  amount,  to 
be  approved  by  the  Commissioner,  sufficient  to  recover  within  not 
more  than  3  years,  any  amounts  assessed  under  subsection  (a)  during 
the  preceding  calendar  year.  The  amount  added  to  the  premium  rate 
for  this  purpose  is  to  be  stated  as  a  separate  charge  made  in  addition 
to  the  premium  and  no  commission  of  any  form  is  to  be  paid  or  allowed 
on  the  separate  charge  to  any  agent  or  broker  producing  or  selling  the 
policy  of  insurance. 

Section  1212.  Delegation 

This  section  authorizes  the  Commissioner  to  delegate  any  or  all  the 
functions  vested  in  him  by  the  bill. 

Section  1213.  J udicial  review 

This  section  would  amend  section  11-742 (a)  of  the  District  of  Co¬ 
lumbia  Code  to  make  all  final  orders  and  decisions  of  the  Commis¬ 
sioner  under  the  act  reviewable  by  the  District  of  Columbia  Court  of 
Appeals. 

TITLE  XIII — NATIONAL  FLOOD  INSURANCE 

Section  1301.  Short  title 

This  section  provides  that  title  XIII  may  be  cited  as  the  “National 
Flood  Insurance  Act  of  1968.” 

Section  1302.  Findings  and  declaration  of  purpose 

This  section  sets  forth  congressional  findings  and  purposes  stating 
that  a  flood  insurance  program  is  feasible,  can  be  initiated,  and  shoula 
complement  and  encourage  measures  to  prevent  flood  damage ;  that  if 
the  program  is  commenced  on  a  gradual  basis,  time  and  experience  will 
enable  it  to  be  reappraised  and  expanded  to  make  flood  insurance 
available  to  other  persons  needing  it ;  that  the  program  can  be  carried 
out  most  effectively  through  a  cooperative  effort  on  the  part  of  the 
Federal  Government  and  the  private  insurance  industry;  and  that  a 
critical  ingredient  of  such  a  program  will  be  the  encouragement  of 
State  and  local  governments  to  adopt  land  use  regulations  to  govern 
the  development  of  land  exposed  to  flood  damage.  This  section  also 
calls  upon  the  President  to  submit  to  the  Congress,  within  2  years 
after  the  enactment  of  the  bill,  a  unified  national  program  for  flood 
plain  management,  including  any  further  proposals  for  the  allocation 
of  costs  among  beneficiaries  of  flood  protection. 

Section  1303.  Amendments  to  the  Federal  Flood  I  insurance  Act  of 
1956 

This  section  repeals  all  of  the  now  inactive  Federal  Flood  Insur¬ 
ance  Act  of  1956  (for  which  program  funds  were  never  appropriated) 
except  section  15(e).  That  section  vested  the  Administrator  of  HUD’s 
predecessor  agency  (the  Housing  and  Home  Finance  Agency)  with 
authority  to  borrow  $500  million  in  the  aggregate  (or  greater  sums  if 
authorized  by  the  President)  from  the  Secretary  of  the  Treasury  for 
flood  insurance  purposes.  Under  section  1309  of  the  bill,  a  portion  of 
this  authority  is  made  available  to  the  Secretary  of  HUD  to  carry  out 
the  responsibilities  vested  in  him  by  the  title. 
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Chapter  I — The  National  Flood  Insurance  Program 
Section  130 J.  Basic  authority 

Subsection  (a)  provides  the  basic  authority  for  the  Secretary  of 
Housing  and  Urban  Development  to  establish  and  carry  out  a  national 
flood  insurance  program  to  facilitate  the  purchase  by  interested 
persons  of  insurance  to  provide  against  loss  from  physical  damage  to 
real  and  related  personal  property  resulting  from  flood. 

Subsection  (b)  directs  the  Secretary  to  carry  out  the  program,  to 
the  maximum  extent  practicable,  through  arrangements  for  financial 
participation  and  risk-sharing  by  companies  in  the  private  insurance 
industry,  and  through  other  appropriate  participation  on  a  non-risk¬ 
sharing  basis  by  insurance  companies,  agents,  brokers,  and  adjustment 
organizations. 

Section  1305.  Scope  of  program  and  priorities 

Subsection  (a)  provides  that  the  flood  insurance  program  is  to  be 
made  available  initially  for  one-  to  four-family  residential  properties, 
and  for  properties  which  are  owned  or  leased  and  operated  by  small 
business  concerns. 

Subsection  (b)  provides  that  if  the  Secretary,  on  the  basis  of  his 
studies  and  investigations  under  section  1307  and  such  other  informa¬ 
tion  as  may  be  necessary,  determines  that  coverage  may  feasibly  be 
extended  to  other  properties  he  shall  take  such  action  as  may  be  nec¬ 
essary  to  provide  for  the  extension  of  coverage  to  any  types  or  classes 
of  other  residential  or  business  properties,  agricultural  properties, 
private  nonprofit  organization  properties  or  State  or  local  govern¬ 
mental  properties. 

Subsection  (c)  limits  flood  insurance  under  the  program  to  those 
States  or  areas  (or  subdivisions  of  areas)  which  the  Secretary  deter¬ 
mines  have  evidenced  a  positive  interest  in  the  flood  insurance  pro¬ 
gram,  and  have  given  satisfactory  assurances  that  by  June  30,  1970, 
permanent  land  use  and  control  measures  consistent  with  prescribed 
criteria  for  land  management  and  use  will  have  been  adopted,  with 
the  application  and  enforcement  of  these  measures  scheduled  to 
commence  as  soon  as  technical  information  on  floodways  and  on 
controlling  flood  elevations  is  available. 

Section  1306.  Nature  and  limitation  of  insurance  coverage 

Subsection  (a)  authorizes  the  Secretary,  after  consultation  with  the 
advisory  committee  (established  by  sec.  1318),  representatives  of 
the  industry  flood  insurance  pool  (created  under  sec.  1331),  and  rep¬ 
resentatives  of  the  State  insurance  commissioners,  to  provide  by  regu¬ 
lation  for  the  general  terms  and  conditions  of  insurability  applicable 
to  properties  eligible  for  flood  insurance.  These  terms  and  conditions 
would  include  the  types  and  locations  of  eligible  properties;  the 
nature  and  limits  of  insurable  losses ;  the  classification,  limitation,  and 
rejection  of  risk;  and  appropriate  minimum  premiums  and  loss- 
deductibles. 

Subsection  (b)  places  limits  on  the  amount  of  flood  insurance  cov¬ 
erage  which  may  be  made  available  at  below-cost  premium  rates  under 
the  program.  In  the  case  of  one-  to  four- family  residential  property, 
the  limit  would  be  $17,500  for  any  single  dwelling  unit  and  $30,000  for 
a  two-  to  four-family  structure,  plus  $5,Q00  per  dwelling  unit  for  its 
Contents.  In  the  case  of  small  business  properties,  the  limit  with  re- 
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spect  to  any  structure  and  its  contents  would  be  $80,000,  plus  $5,000 
multiplied  by  the  number  of  small  business  occupants,  witn  the  total 
thus  derived  being  allocated  among  the  small  business  occupants  (or 
among  them  and  the  owner)  in  accordance  with  regulations  prescribed 
by  the  Secretary ;  except  that  in  no  case  could  coverage  for  the  struc¬ 
ture  itself  exceed  $30,000.  In  the  case  of  any  other  type  of  property 
which  may  be  covered  in  the  future  under  subsequent  legislation,  the 
limit  would  be  $30,000  for  the  structure  itself  and  $5,000  per  nonresi- 
dential  occupant  or  dwelling  unit  for  any  contents  related  to  the 
insured  property. 

Any  of  these  limits  may  be  doubled,  but  coverage  in  excess  of  the 
limit  involved  (whether  such  limit  is  one  of  the  specified  dollar  limits 
or  represents  the  limit  of  the  coverage  allocated  to  a  small  business 
concern)  would  require  the  payment  of  premium  rates  at  full  cost. 

Section  1307.  Estimates  of  premium  rates 

Subsection  (a)  authorizes  the  Secretary,  on  the  basis  of  studies  and 
investigations  and  on  information  from  the  Government  agencies  most 
experienced  in  assessing  the  risks  in  flood  plains,  to  estimate,  on  an 
area,  subdivision,  or  other  appropriate  basis,  (1)  the  risk  premium 
(full-cost)  rates  for  flood  insurance,  (2)  the  rates  (if  lower)  which 
would  be  reasonable,  would  encourage  the  purchase  of  flood  insurance, 
and  would  be  consistent  with  the  purposes  of  the  title,  and  (3)  the  ex¬ 
tent  to  which  federally  assisted  or  other  flood  protection  measures 
initiated  after  the  enactment  of  the  bill  affect  the  estimates  of  these 
rates.  The  Secretary  would  base  his  estimates  of  risk  premium  rates  on 
a  consideration  of  the  risks  involved  and  accepted  actuarial  principles ; 
the  rates  would  reflect  applicable  operating  costs  and  allowances  of 
participating  private  insurers,  and,  on  a  discretionary  basis  nonde- 
velopmental  Federal  administrative  expenses  which  may  be  incurred 
in  carrying  out  the  flood  insurance  program. 

Subsection  (b)  directs  the  Secretary,  to  the  maximum  extent  feasible 
in  conducting  the  necessary  rate  studies  and  investigations,  to  utilize 
on  a  reimbursement  basis  the  services  of  the  Army  Corps  of  Engineers, 
the  Geological  Survey,  the  Soil  Conservation  Service,  the  Environ¬ 
mental  Science  Services  Administration,  the  Tennessee  Valley  Author¬ 
ity,  and  other  appropriate  Federal  agencies. 

Subsection  (c)  directs  the  Secretary  to  give  a  priority  in  conducting 
studies  and  investigations  and  making  estimates  under  this  section  to 
those  States  or  areas  which  have  evidenced  a  positive  interest  in  secur¬ 
ing  flood  insurance  under  the  program. 

Section  1308.  Establishment  of  chargeable  premium  rates 

Subsection  (a)  authorizes  the  Secretary,  after  consultation  with  the 
advisory  committee  representatives  of  the  industry  flood  insurance 
pool  and  representatives  of  the  State  insurance  authorities,  and  on  the 
basis  of  the  rate  estimates  discussed  above  (sec.  1307),  to  establish 
chargeable  premium  rates  and  the  arefis,  terms,  and  conditions  for  the 
application  of  such  rates. 

Subsection  (b)  provides  that  in  prescribing  chargeable  rates  the 
Secretary  is  to  be  guided  by  a  number  of  factors,  including  the  con¬ 
sideration  of  the  respective  risks  involved,  the  differences  in  risks  due 
to  land-use  measures,  floodproofing,  flood  forecasting,  and  similar 
measures.  The  Secretary  could,  however,  prescribe  chargeable  rates 
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at  reasonable  levels  lower  than  those  computed  on  this  basis,  where 
necessary,  in  order  to  encourage  the  purchase  of  flood  insurance.  The 
chargeable  rates  would  be  stated  so  as  to  reflect  their  basis,  including 
the  difference  (if  any)  from  the  estimated  full-cost  risk  premium 
rates. 

Subsection  (c)  provides  that,  in  the  case  of  property  on  which  con¬ 
struction  is  started  or  which  is  substantially  improved  after  the  area 
involved  is  identified  as  one  having  special  flood  hazards  (and  such 
identification  has  been  published  under  sec.  1360),  the  chargeable  rate 
for  insurance  of  such  property  or  its  contents  will  not  be  less  than  the 
estimated  full-cost  premium  rate. 

Subsection  (d)  provides  that,  where  any  chargeable  premium  rate 
is  not  less  than  the  estimated  risk  premium  rate  for  the  area  and  in¬ 
cludes  an  amount  for  administrative  expenses  of  the  Federal  Govern¬ 
ment  in  carrying  out  the  flood  insurance  program,  a  sum  equal  to  that 
amount  is  to  be  paid  to  the  Secretary  for  deposit  in  the  national  flood 
insurance  fund  established  under  section  1310. 

Section  1309 .  Financing 

Subsection  (a)  provides  that  the  authority  vested  in  the  Housing 
and  Home  Finance  Administrator  by  section  15(e)  of  the  Federal 
Flood  Insurance  Act  of  1956  (pertaining  to  the  issue  of  notes  or  other 
obligations  to  the  Secretary  of  the  Treasury)  will  fye  available  to  the 
Secretary  so  as  to  permit  him  to  borrow  up  to  $250  million  in  carrying 
out  his  responsibilities  under  the  program.  It  also  rescinds  the  re¬ 
mainder  of  the  borrowing  authority  created  by  the  1956  act  above  the 
amount  permitted  to  be  used  in  this  program. 

Subsection  (b)  requires  that  borrowed  Treasury  funds  be  deposited 
in  the  national  flood  insurance  fund  established  under  section  1310. 

Section  1310.  National  flood  insurance  fund 

Subsection  (a)  authorizes  the  Secretary  to  establish  in  the  U.S. 
Treasury  a  national  flood  insurance  fund,  which  shall  be  available  to 
make  premium  equalization  payments  to  private  insurers,  reinsurance 
claims  of  insurers,  and  repayments  of  borrowed  moneys  to  the  Secre¬ 
tary  of  the  Treasury.  The  fund  would  also  be  available  to  finance  the 
operation  of  the  flood  insurance  program  in  the  event  it  is  carried  out 
through  the  facilities  of  the  Federal  Government,  as  provided  in  sub¬ 
section  (d). 

Subsection  (b)  provides  that  the  fund  is  to  be  credited  with  (1) 
borrowed  Treasury  funds,  (2)  reinsurance  premiums  payable  by  pri¬ 
vate  insurers,  (3)  amounts  advanced  to  the  fund  from  appropriations 
in  order  to  maintain  it  at  adequate  levels,  (4)  interest  on  the  invest¬ 
ment  of  surplus  amounts  in  the  fund,  (5)  administrative  expenses 
included  in  chargeable  premium  rates  and  paid  to  the  Secretary,  and 
(6)  receipts  from  other  operations  incident  to  the  insurance  program; 
and,  in  the  event  the  flood  insurance  program  is  carried  out  through 
the  facilities  of  the  Federal  Government,  the  insurance  premiums  paid. 

Subsection  (c)  provides  for  the  investment  of  any  surplus  moneys 
in  the  fund  in  obligations  issued  or  guaranteed  by  the  United  States. 

Subsection  (d)  provides  that  the  fund  will  be  available  for  all  pur¬ 
poses  incident  to  the  operation  of  the  flood  insurance  program  if  the 
Secretary  finds  (under  section  1340)  that  the  operation  of  such  pro¬ 
gram  should,  in  whole  or  in  part,  be  carried  out  through  the  facilities 
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of  the  Federal  Government.  This  would  include  the  payment  of  costs 
incurred  in  the  adjustment  and  payment  of  loss  claims,  and  the  pay¬ 
ment  of  applicable  operating  costs  of  private  insurers.  Premiums  paid 
by  policyholders  would  be  deposited  in  the  fund. 

Subsection  (e)  provides  that  an  annual  business-type  budget  for  the 
fund  will  be  prepared,  transmitted  to  the  Congress,  considered  and 
enacted  in  the  manner  prescribed  by  law  for  wholly  owned  Govern¬ 
ment  corporations. 

Section  1311.  Operating  costs  and  allowances 

Subsection  (a)  directs  the  Secretary  to  negotiate  with  appropriate 
representatives  of  the  insurance  industry,  from  time  to  time,  for  the 
purpose  of  prescribing  a  current  schedule  of  operating  costs  applicable 
to  risk-sharing  and  non-risk-sharing  participants  in  the  program,  and 
a  current  schedule  of  operating  allowances  applicable  to  risk-sharing 
insurers. 

Subsection  (b)  provides  that  “operating  costs”  will  include  (1) 
expense  reimbursements  covering  the  direct  and  necessary  expenses 
of  selling  and  servicing  flood  insurance  coverage,  (2)  reasonable  com¬ 
pensation  or  commissions  payable  for  selling  and  servicing  flood  in¬ 
surance  coverage,  (3)  loss  adjustment  expenses,  and  (4)  other  direct 
and  necessary  expenses  which  the  Secretary  finds  are  incurred  in 
connection  with  selling  or  servicing  flood  insurance.  “Operating  al¬ 
lowances”  will  include  amounts  for  profit  and  contingencies  which 
the  Secretary  finds  reasonable  and  necessary  to  carry  out  the  purposes 
of  the  title. 

Section  1312.  Payment  of  claims 

This  section  authorizes  the  Secretary  to  prescribe  regulations 
establishing  methods  for  the  adjustment  and  payment  of  claims  for 
losses  to  property  covered  by  insurance  under  the  flood  insurance 
program. 

Section  1313.  Dissemination  of  flood  insurance  information 

This  section  directs  the  Secretary  to  make  information  and  data 
available  to  the  public  and  to  any  State  and  local  agency  with  regard 
to  (1)  the  flood  insurance  program,  its  coverage  and  objectives,  and 
(2)  estimated  risk  premium  rates  and  chargeable  flood  insurance 
premium  rates,  including  the  basis  for  and  difference  between  such 
rates. 

Section  1311+.  Prohibition  against  certain  duplications  of  benefits 

Subsection  (a)  prevents  Federal  disaster  assistance  from  being 
made  available  for  any  loss  to  the  extent  it  is  covered  by  flood  in¬ 
surance  under  the  program,  or  (subject  to  subsection  (b) )  could  have 
been  so  covered  (at  the  maximum  limits)  if  flood  insurance  had  been 
available  in  the  area  involved  more  than  1  year  prior  to  the  loss. 

Subsection  (b)  makes  the  prohibition  against  disaster  assistance 
contained  in  subsection  (a)  inapplicable  to  low-income  persons  who 
might  otherwise  benefit  from  such  assistance  to  the  extent  that  the 
Secretary  so  provides  by  regulation  in  order  to  avoid  undue  hardship. 

Subsection  (c)  defines  “Federal  disaster  assistance”  to  include  any 
Federal  financial  assistance  made  available  to  any  person  as  a  result  of 
(1)  a  major  disaster,  as  determined  by  the  President  pursuant  to 
“An  Act  to  authorize  Federal  assistance  to  State  and  local  govern- 
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ments  in  major  disasters,  and  for  other  purposes”  (42  U.S.C.  1855- 
1855g)  ;  (2)  a  natural  disaster,  as  determined  by  the  Secretary  of 
Agriculture  pursuant  to  section  321  of  the  Consolidated  Farmers 
Home  Administration  Act  of  1961;  or  (3)  a  disaster  with  respect  to 
which  loans  may  be  made  under  section  7(b)  of  the  Small  Business 
Act. 

Subsection  (d)  provides  that  the  term  “financial  assistance”  as  used 
in  section  10  of  the  Disaster  Relief  Act  of  1966  (which  directs  that 
Federal  assistance  programs  be  administered  to  avoid  duplication  of 
benefits)  shall  be  deemed  to  include  flood  insurance  made  available 
under  the  program. 

Section  1315.  State  and  local  land  use  controls 

This  section  provides  that  after  June  30,  1970,  no  new  flood  insur¬ 
ance  coverage  (including  renewals)  can  be  provided  in  any  area  unless 
an  appropriate  public  body  has  adopted  permanent  land  use  and  con¬ 
trol  measures,  with  effective  enforcement  provisions,  which  the  Secre¬ 
tary  finds  consistent  with  the  comprehensive  criteria  for  land 
management  and  use  prescribed  under  section  1361. 

Section  1316.  Properties  in  violation  of  State  and  local  law 

This  section  prohibits  any  new  flood  insurance  on  property  duly 
declared  to  be  in  violation  of  State  or  local  laws,  regulations,  or 
ordinances  intended  to  discourage  or  otherwise  restrict  land  develop¬ 
ment  or  occupancy  in  flood-prone  areas. 


Section  1317.  Coordination  with  other  programs 
This  section  directs  the  Secretary  to  consult  with  other  Federal 
agencies,  and  interstate,  State,  and  local  agencies  having  responsi¬ 
bilities  for  flood  control,  flood  forecasting,  and  flood  damage  preven¬ 
tion,  in  order  to  assure  mutual  consistency  between  the  programs  of 
these  agencies  and  the  flood  insurance  program. 


Section  1318.  Advisory  committee 

Subsection  (a)  directs  the  Secretary  to  appoint  a  flood  insurance 
advisory  committee  to  advise  him  with  respect  to  policy  matters  and 
in  the  preparation  of  regulations  prescribed  in  accordance  with  the 
title. 

Subsection  (b)  provides  that  the  committee  is  to  consist  of  up  to  15 
representatives  of  the  insurance  industry,  State  and  local  governments, 
lending  institutions,  the  homebuilding  industry,  and  the  general 
public. 

Subsection  (c)  provides  that  committee  members,  while  attending 
meetings,  will  be  compensated  at  a  rate  fixed  by  the  Secretary,  but  not 
exceeding  $100  a  day,  and  will  in  addition  receive  travel  and  living 
expenses  when  serving  away  from  their  homes  or  regular  places  of 
business. 


Section  1319.  Initial  program  limitation 

This  section  provides  that  the  face  amount  of  flood  insurance  cover¬ 
age  outstanding  and  in  force  at  any  given  time  under  the  program 
may  not  exceed  $2.5  billion. 

Section  1320.  Report  to  the  President 

This  section  directs  the  Secretary  to  include  a  report  on  the  opera¬ 
tions  of  the  flood  insurance  program  in  his  annual  report  to  the  Presi¬ 
dent  for  submission  to  the  Congress. 


83 


Chapter  II — Organization  and  Administration  of  the  Flood  Insurance 

Program 

Section  1330.  Organization  and  administration 

This  section  directs  the  Secretary,  after  such  consultation  with  rep¬ 
resentatives  of  the  insurance  industry  as  may  be  necessary,  to  imple¬ 
ment  the  flood  insurance  program  in  accordance  with  part  A  of  chapter 
II  (which  provides  for  an  industry  program  with  Federal  financial 
assistance)  or,  if  he  finds  it  necessary,  in  accordance  with  part  B  (which 
provides  for  a  Federal  program  with  industry  assistance). 

Part  A — Industry  Program  With  Federal  Financial  Assistance 

Section  1331.  Industry  -flood  insurance  pool 

Subsection  (a)  authorizes  the  Secretary  to  encourage  and  assist 
private  insurers  to  join  together  in  a  pool  to  provide  flood  insurance 
coverage  and  to  participate  financially  in  underwriting  the  risks  as¬ 
sumed  and  in  adjusting  and  paying  claims  for  losses. 

Subsection  (b)  authorizes  the  Secretary  to  prescribe  appropriate 
requirements  for  private  insurers  participating  in  the  pool,  including 
minimum  capital  or  surplus  or  assets  requirements. 

Section  1332.  Agreements  with  -flood  insurance  pool 

Subsections  (a)  and  (b)  authorize  the  Secretary  to  enter  into  agree¬ 
ments  with  the  industry  pool  to  carry  out  the  program,  specifying 
the  terms  and  conditions  under  which  (1)  risk  capital  will  be  available 
for  the  adjustment  and  payment  of  claims,  (2)  the  pool  and  its  par¬ 
ticipants  will  participate  in  premiums  received  and  profits  or  losses, 
realized,  including  the  maximum  amount  of  profit  which  might  be 
realized,  (3)  operating  costs  and  allowances  might  be  paid,  and  (4) 
premium  equalization  payments  and  reinsurance  claims  will  be  paid. 

Subsection  (c)  provides  that  the  agreements  will  also  contain  such 
provisions  as  the  Secretary  finds  necessary  to  assure  (1)  no  quali¬ 
fied  insurer  wishing  to  participate  in  the  pool  will  be  excluded,  (2)  in¬ 
surers  participating  in  the  pool  will  provide  continuity  of  flood  insur¬ 
ance  coverage  by  the  pool,  and  (3)  other  insurance  companies,  agents, 
and  brokers  will  to  the  maximum  extent  practicable  be  permitted  to 
cooperate  with  the  pool  as  fiscal  agents  or  otherwise  on  a  non-risk¬ 
sharing  basis. 

Section  1333.  Adjustment  and  payment  of  claims  and  judicial  review 

This  section  authorizes  private  insurers  participating  in  the  pool  to 
adjust  and  pay  claims  for  losses  and  permits  any  claimant,  upon  dis¬ 
allowance  or  partial  disallowance  of  a  claim,  to  institute  an  action, 
within  1  year  after  notice  of  the  disallowance  was  mailed,  in  the  U.S. 
district  court  for  the  district  in  which  the  insured  property  or  the 
major  portion  of  it  was  situated.  Jurisdiction  would  be  conferred  on 
the  district  court  without  regard  to  the  amount  in  controversy.  (Claim¬ 
ants  could,  of  course,  also  avail  themselves  of  legal  remedies  in  State 
courts.) 

Section  133Jj.  Premium  equalization  payments 

Subsection  (a)  directs  the  Secretary  to  make  periodic  payments  to 
the  pool  of  insurers  in  recognition  of  any  reductions  made  in  chargeable 
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premium  rates  below  estimated  risk  premium  rates  in  order  to  provide 
flood  insurance  on  reasonable  terms. 

Subsection  (b)  provides  that  payments  for  a  share  of  the  claims 
paid  in  a  given  period  will  be  based  on  the  aggregate  amount  of  flood 
insurance  retained  by  the  pool  after  ceding  reinsurance  in  accordance 
with  section  1335,  and  will  not  exceed  in  any  payment  period  an 
amount  determined  by  a  ratio  set  out  in  the  bill. 

Subject  to  the  limiting  terms  and  conditions  of  the  basic  agreement 
between  the  Secretary  and  the  pool  under  section  1332,  the  Secretary 
would  also  be  authorized  to  make  payments  to  the  pool  for  a  propor¬ 
tionate  amount  of  appropriate  operating  costs  and  allowances  on  the 
same  ratio  basis  as  is  used  to  determine  tne  sharing  of  claim  payments. 

Subsection  (c)  authorizes  the  Secretary  to  establish  designated  pay¬ 
ment  periods  and  the  methods  for  determing  the  sum  of  premiums  paid 
or  payable  during  such  periods. 

Section  1335.  Reinsurance  coverage 

This  section  authorizes  the  Secretary  to  negotiate  an  excess  loss 
agreement  with  the  insurance  industry  pool  whereby  claims  above  a 
certain  limit  would  be  submitted  to  the  Secretary  on  a  portfolio  basis 
and  paid  by  the  Federal  Government. 

Part  B — Government  Program  With  Industry  Assistance 

Section  131ft.  Federal  operation  of  the  program 

Subsection  (a)  authorizes  the  Secretary,  after  consultation  with  rep¬ 
resentatives  of  the  insurance  industry  and  after  making  a  determi¬ 
nation  that  the  flood  insurance  program  cannot  be  effectively  carried 
on  through  the  insurance  pool,  to  take  the  necessary  steps  to  operate 
the  program  through  the  facilities  of  the  Federal  Government,  and 
to  utilize,  to  the  extent  practicable,  private  insurers,  agents,  brokers, 
and  adjustment  organizations  as  fiscal  agents  of  the  United  States. 

Subsection  (b)  requires  the  Secretary,  upon  determining  under  sub¬ 
section  (a)  that  the  flood  insurance  program  should  be  operated 
through  the  facilities  of  the  Federal  Government  (and  at  least  30 
days  before  implementing  the  program  through  such  facilities),  to 
submit  to  the  Congress  a  report  giving  the  reasons  and  supporting 
findings  for  his  determination,  indicating  the  extent  to  which  he  ex¬ 
pects  to  utilize  the  insurance  industry,  and  setting  forth  his  recom¬ 
mendations. 

Section  13Jjl.  Adjustment  and  payment  of  claims  and  judicial  review 

This  section  authorizes  the  Secretary  to  adjust  and  pay  claims  in 
the  event  the  program  is  being  carried  out  through  the  facilities  of  the 
Federal  Government,  and  authorizes  any  claimant,  upon  disallowance 
or  partial  disallowance  of  a  claim,  to  institute  an  action,  within  1  year 
after  the  notice  of  disallowance  was  mailed,  in  the  U.S.  district  court 
for  the  district  in  which  the  insured  property  or  the  major  portion  of  it 
was  situated.  Jurisdiction  wTould  be  conferred  on  the  district  court 
without  regard  to  the  amount  in  controversy. 

Part  C — Provisions  of  General  Applicability 
Section  131ft.  Services  by  insurance  industry 

Subsection  (a)  authorizes  the  Secretary  to  enter  into  the  necessary 
arrangements  with  the  private  insurance  industry  in  order  to  imple- 
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ment  the  flood  insurance  program,  including  provisions  for  payment 
of  applicable  operating  costs  and  allowances  for  the  industry’s  facili¬ 
ties  and  services. 

Subsection  (b)  exempts  any  such  arrangement  from  the  provisions 
of  Federal  law  requiring  competitive  bids  or  requiring  that  contracts 
for  purchases  of  supplies  or  services  by  the  Federal  Government  be 
made  only  after  advertisement  for  bids. 

Section  131$.  Use  of  insurance  pool ,  companies ,  or  other  private  or¬ 
ganizations  for  certain  payments 

Subsections  (a),  U>),  and  (d)  authorize  the  Secretary,  in  order  to 
achieve  maximum  efficiency  in  the  administration  of  the  flood  insur¬ 
ance  program,  to  enter  into  contracts  with  the  pool,  an  insurance  com¬ 
pany,  or  any  other  private  organization  he  finds  acceptable  to  assume 
certain  responsibilities  on  a  reimbursement  basis,  including  (1)  esti¬ 
mating  and  determining  amounts  of  Federal  payments,  (2)  receiving 
from  the  Secretary,  disbursing,  and  accounting  for  funds  in  making 
such  payments,  and  (3)  auditing  participating  insurers,  agents,  bro¬ 
kers,  or  adjustment  organizations,  as  may  be  necessary  to  assure  that 
proper  payments  are  made. 

Subsection  (c)  exempts  any  such  contract  from  the  provisions  of 
Federal  law  requiring  competitive  bids  or  requiring  that  contracts 
or  purchases  of  supplies  or  services  by  the  Federal  Government  be 
made  only  after  advertisement  for  bids. 

Subsection  (e)  authorizes  the  Secretary  to  require  a  surety  bond 
from  the  pool  or  any  company  or  organization  performing  such  re¬ 
sponsibilities  and  any  of  its  officers  and  employees.  No  individual 
designated  to  certify  payments,  or  officer  disbursing  funds  in  accord¬ 
ance  with  a  proper  certification  of  payments,  would  be  liable  with 
respect  to  such  payments  in  the  absence  of  gross  negligence  or  intent  to 
defraud  the  United  States. 

Subsection  (f)  makes  such  contracts  automatically  renewable  from 
year  to  year  in  the  absence  of  notice  from  either  party  as  to  termina¬ 
tion,  except  that  the  Secretary  may  terminate  a  contract  after  rea¬ 
sonable  notice  if  he  determines  that  the  other  party  has  substantially 
failed  in  its  obligations  or  is  carrying  them  out  in  a  manner  inconsistent 
with  the  efficient  and  effective  administration  of  the  flood  insurance 
program. 

Section  131fl.  Settlement  and  arbitration 

This  section  authorizes  the  Secretary  to  make  final  determination 
and  settlement  of  any  claims  arising  from  financial  transactions  he  is 
authorized  to  carry  out,  and  to  refer  any  disputes  to  arbitration,  which 
would  be  advisory  in  nature. 

Section  131$.  Records  and  audits 

Subsection  (a)  requires  the  industry  pool  and  any  company  or  or¬ 
ganization  entering  into  a  contract,  agreement,  or  arrangement  with 
the  Secretary  to  keep  such  records  as  the  Secretary  may  prescribe 
(including  records  to  facilitate  an  effective  audit  and  records  fully  dis¬ 
closing  its  total  costs  under  the  program) . 

Subsection  (b)  requires  that  the  Secretary  and  the  U.S.  Comptroller 
General  (and  their  duly  authorized  representatives)  be  given  access 
for  audit  and  examination  purposes  to  the  pertinent  records  of  the 
pool  and  any  such  company  or  organization. 
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Chapter  III — Coordination  of  Flood  Insurance  With  Land-Manage¬ 
ment  Programs  in  Flood-Prone  Areas 

Section  1360.  Identification  of  flood-prone  areas 

This  section  authorizes  the  Secretary,  utilizing  the  Army  Corps  of 
Engineers,  the  Geological  Survey,  the  Soil  Conservation  Service,  the 
Environmental  Science  Services  Administration,  TVA,  and  other  Fed¬ 
eral,  State,  or  local  agencies,  through  contract  with  any  persons  or  pri¬ 
vate  firms,  to  identify  and  publish  information  within  5  years  after 
the  enactment  with  respect  to  all  flood  plain  areas,  including  coastal 
areas  in  the  United  States,  which  have  special  flood  hazards;  and, 
within  15  years,  to  establish  flood  risk  zones  in  such  areas  and  to  make 
estimates  with  respect  to  the  rates  of  probable  flood-caused  loss  for  the 
various  flood  risk  zones  for  each  of  these  areas. 

Section  1361.  Criteria  for  land  management  and  use 

Subsections  (a)  and  (b)  authorize  the  Secretary  to  carry  out  studies 
and  investigations  with  regard  to  the  adequacy  of  State  and  local 
measures  in  flood-prone  areas  as  to  land  management  and  use,  flood 
control,  flood  zoning,  and  flood  damage  prevention.  These  studies  and 
investigations  will  (among  other  things)  deal  with  laws,  regulations, 
or  ordinances  relating  to  encroachments  and  obstructions  on  stream 
channels  and  floodways,  the  orderly  development  and  use  of  flood  plains 
of  rivers  or  streams,  floodway  encroachment  lines,  flood  plain  zoning, 
building  codes,  building  permits,  and  subdivision  or  other  building 
restrictions. 

Subsection  (c)  directs  the  Secretary,  on  the  basis  of  these  studies 
and  investigations,  to  develop  comprehensive  criteria  designed  to  en¬ 
courage,  where  necessary,  the  adoption  of  permanent  State  or  local 
measures  which  will  lessen  the  exposure  of  property  and  facilities  to 
flood  losses,  improve  the  long-range  land  management  and  use  of  flood- 
prone  areas,  and  inhibit,  to  the  maximum  extent  feasible,  unplanned 
and  economically  unjustifiable  future  development  in  such  areas.  The 
Secretary  would  also  work  closely  with  and  provide  any  necessary 
technical  assistance  to  State,  interstate,  and  local  governmental  agen¬ 
cies  to  encourage  the  application  of  such  criteria  and  the  adoption  and 
enforcement  of  such  measures  as  may  be  necessary  to  help  in  reducing 
any  unnecessary  damages  resulting  from  floods. 

Section  1362.  Purchase  of  certain  insured  properties 

This  section  authorizes  the  Secretary  to  negotiate  with  owners  of 
real  property,  located  in  any  flood-risk  area,  which  was  damaged 
substantially  beyond  repair  by  flood  while  covered  by  insurance  under 
the  program,  for  the  purchase  of  such  property  for  subsequent  transfer 
to  State  or  local  agencies  which  agree  to  use  the  property  for  at  least 
40  years  for  only  such  purposes  as  the  Secretary  may,  by  regulation, 
determine  to  be  consistent  with  sound  land  management  and  use.  No 
property  owners  would  be  required  to  sell  their  properties  under  this 
section. 

t 

Chapter  IV — Appropriations  and  Miscellaneous  Provisions 
Section  1370.  Definitions 

This  section  contains  definitions  of  the  basic  terms  used  in  the  title. 
Under  these  definitions  (1)  “flood”  has  such  meaning  as  may  be 
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prescribed  in  regulations  of  the  Secretary,  and  may  include  inundation 
from  rising  waters  or  from  the  overflow  of  streams,  rivers,  or  other 
bodies  of  water,  and  from  tidal  surges,  abnormally  high  tidal  water, 
tidal  waves,  tsunamis,  hurricanes,  and  other  severe  storms  or  deluge ; 

(2)  “United  States”  and  “State”  include  the  several  States,  the 
District  of  Columbia,  the  territories  and  possessions,  the  Common¬ 
wealth  of  Puerto  Rico,  and  the  Trust  Territory  of  the  Pacific  Islands ; 

(3)  “insurance  company,”  “other  insurer,”  and  “insurance  agents  and 
brokers,”  include  organizations  or  individuals  authorized  to  engage  in 
the  insurance  business  under  the  laws  of  any  State;  (4)  “insurance 
adjustment  organization”  includes  organizations  or  individuals 
engaged  in  the  business  of  adjusting  loss  claims  arising  under  insurance 
policies  issued  by  any  insurance  company  or  other  insurer;  (5)  “per¬ 
son”  includes  any  individual,  group  of  individuals,  corporation,  part¬ 
nership,  association,  or  other  organized  group,  including  State  and 
local  governments  and  agencies;  and  (6)  “Secretary”  means  the  Sec¬ 
retary  of  Housing  and  Urban  Development. 

Section  1371.  Studies  of  other  natural  disasters 

Subsection  (a)  authorizes  the  Secretary  to  make  studies  to  deter¬ 
mine  the  extent  to  which  insurance  protection  against  earthquakes  or 
other  natural  disasters  is  not  available  and  the  feasibility  of  making 
such  insurance  protection  available. 

Subsection  (b)  provides  that,  to  the  maximum  extent  practicable, 
these  studies  will  be  made  in  cooperation  with  other  Federal,  State, 
or  local  agencies,  and  the  Secretary  is  authorized  to  enter  into  agree¬ 
ments  for  the  conduct  of  such  studies  with  other  Federal  agencies, 
on  a  reimbursement  basis,  and  with  State  and  local  agencies. 

Section  137 2.  Payments 

This  section  vests  discretion  in  the  Secretary  to  make  payments  in 
advance  of  their  actual  need,  or  by  way  of  reimbursement,  with  ap¬ 
propriate  adjustment  for  previous  overpayments  or  underpayments. 

Section  1373.  Government  Corporation  Control  Act 

This  section  makes  the  provisions  of  the  Government  Corporation 
Control  Act  applicable  in  the  administration  of  the  flood  insurance 
program  to  the  same  extent  as  they  are  applicable  to  wholly  owned 
Government  corporations. 

Section  137  1*.  Finality  of  certain  financial  transactions 

This  section  provides  that  any  financial  transaction  under  the  bill, 
and  any  payment  received  or  made  in  connection  with  it,  shall  be  final 
and  conclusive  upon  all  officers  of  the  Government. 

Section  1375.  Administrative  expenses 
This  section  provides  that  any  administrative  expenses  of  the  Fed¬ 
eral  Government  in  carrying  out  the  flood  insurance  program  may  be 
paid  out  of  appropriated  funds. 

Section  1376.  Appropriations 

This  section  authorizes,  without  fiscal  year  limitation,  the  appro¬ 
priations  necessary  to  carry  out  the  flood  insurance  program,  includ¬ 
ing  sums  to  cover  administrative  expenses  and  to  reimburse  the  na¬ 
tional  flood  insurance  fund  for  premium  equalization  payments  and 
reinsurance  claims  paid  out  of  the  fund. 
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Section  1377.  Effective  date 

This  section  provides  that  this  title  shall  take  effect  120  days  fol¬ 
lowing  the  date  of  its  enactment  except  that,  if  necessary,  the  Secretary 
may  prescribe  a  later  effective  date  up  to  a  maximum  of  180  days  from 
the  date  of  enactment. 

TITLE  XIV — INTERSTATE  LAND  SALES 

Section  1401.  Short  title 

This  section  provides  that  this  title  may  be  cited  as  “The  Inter¬ 
state  Land  Sales  Full  Disclosure  Act”. 

Section  1402.  Definitions 

This  section  defines  the  following:  (1)  “Secretary”  to  mean  the 
Secretary  of  Housing  and  Urban  Development;  (2)  “person”  to  mean 
an  individual,  or  an  unincorporated  organization,  partnership,  asso¬ 
ciation,  corporation,  trust,  or  estate;  (3)  “subdivision”  to  mean  any 
land  which  is  divided  or  proposed  to  be  divided  into  50  or  more  lots, 
whether  contiguous  or  not,  for  sale  or  lease  as  part  of  a  common  pro¬ 
motional  plan,  and  creates  a  presumption  of  a  common  promotional 
plan  where  land,  which  is  contiguous  or  is  known,  designated,  or 
advertised  as  a  common  unit  or  by  a  common  name,  is  offered  for  sale 
or  lease  by  a  developer,  or  group  of  developers  acting  in  concert,  with¬ 
out  regard  to  the  number  of  lots  covered  by  each  individual  offering; 
(4)  “developer”  to  mean  any  person  who  sells  or  leases,  or  offers  or 
advertises  to  sell  or  lease,  any  lots  in  a  subdivision;  (5)  “agent”  to 
mean  any  person  who  represents  or  acts  for  or  on  behalf  of  a  developer 
in  selling,  leasing,  or  offering  to  sell  or  lease,  any  lot  or  lots  in  a  sub¬ 
division;  (6)  “blanket  encumbrance”  to  mean  a  trust  deed?  mortgage, 
judgment  or  other  lien  or  encumbrance  affecting  a  subdivision  or  more 
than  one  lot  in  a  subdivision,  excluding  any  lien  or  encumbrance  re¬ 
sulting  from  the  imposition  of  a  tax  assessment  by  any  public  au¬ 
thority;  (7)  “interstate  commerce”  to  mean  trade  or  commerce  among 
the  several  States;  (8)  “State”  as  the  several  States,  the  District  of 
Columbia,  the  Commonwealth  of  Puerto  Rico  and  the  territories  and 
possessions  of  the  United  States;  (9)  “purchaser”  to  mean  an  actual 
or  prospective  purchaser  or  lessee  of  any  lot  in  a  subdivision;  and 
(10)  “offer”  as  any  inducement,  solicitation,  or  attempt  to  encourage 
a  person  to  acquire  a  lot  in  a  subdivision. 

Section  1403.  Exemptions 

Subsection  (a)  provides  that,  unless  the  method  of  disposition  is 
adopted  to  evade  the  provisions  of  the  Act,  it  shall  not  apply  to  the : 
( 1 )  Sale  or  lease  of  real  estate  not  pursuant  to  a  common  promotional 
plan  to  offer  or  sell  50  or  more  lots  in  a  subdivision;  (2)  sale  or  lease 
of  lots  in  a  subdivision,  all  of  which  are  5  acres  or  more  in  size;  (3) 
sale  or  lease  of  improved  land  on  which  there  is  a  residential,  com¬ 
mercial,  or  industrial  building  or  land  under  a  contract  requiring  that 
the  seller  erect  such  a  building  on  the  property  within  2  years;  (4) 
sale  or  lease  of  real  estate  pursuant  to  a  court  order;  (5)  sale  of 
evidences  of  indebtedness  secured  by  a  mortgage  or  deed  of  trust  on 
real  estate;  (6)  sale  of  securities  issued  by  a  real  estate  investment 
trust;  (7)  sale  or  lease  of  real  estate  by  any  government  or  govern¬ 
ment  agency;  (8)  sale  or  lease  of  cemetery  lots;  (9)  sale  or  lease 
of  lots  to  any  person  who  acquires  them  to  engage  in  the  business  of 
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constructing  residential,  commercial,  or  industrial  buildings  or  for  re¬ 
sale  or  lease  to  persons  engaged  in  such  business  and  (10)  sale  or 
lease  of  real  estate  which  is  free  and  clear  of  all  liens,  encumbrances 
and  adverse  claims  (not  intended  to  refer  to  property  reservations 
conveyed  or  dedicated  to  local  bodies  or  public  utilities  for  the  purpose 
of  bringing  public  services  to  the  land  nor  to  taxes  or  assessment  which 
constitute  liens  on  the  property  before  they  are  due  and  payable)  if 
each  and  every  purchaser  has  personally  inspected  the  lot  and  if  the 
developer  executes  a  written  affirmation  to  this  effect  in  accordance 
with  rules  and  regulations  of  the  Secretary. 

Subsection  (b)  provides  that  the  Secretary  of  HUD  may  make 
exemptions  from  any  of  the  provisions  of  the  title  if  he  finds  the 
coverage  is  not  necessary  to  the  public  interest  and  for  the  protection 
of  purchasers  due  to  the  small  amount  of  the  offering  or  its  limited 
character. 

Section  1101+.  Prohibitions  relating  to  the  sale  or  lease  of  lots  in  sub¬ 
divisions 

Subsection  (a)  makes  it  unlawful  for  any  developer  or  agent 
engaged  in  interstate  commerce  (1)  to  sell  or  lease  any  lot  unless  a 
statement  of  record  is  in  effect  pursuant  to  section  1407  and  a  printed 
property  report  is  furnished  to  each  purchaser  in  accordance  with 
section  1408;  (2)  to  employ  any  device,  scheme,  or  artifice  to  defraud; 
to  obtain  money  or  property  by  means  of  material  misrepresentation 
with  respect  to  information  in  the  statement  of  record  or  the  property 
report  or  any  other  information;  or  to  engage  in  any  transaction, 
practice,  or  course  of  business  which  operates  or  would  operate  as  a 
fraud  or  deceit  on  the  purchaser. 

Subsection  (b)  provides  that  a  purchaser  may  revoke  a  contract  or 
agreement  of  purchase  if  he  is  not  given  a  copy  of  the  property 
report  before  or  at  the  time  of  his  signing  the  contract.  Where  the 
purchaser  does  not  receive  the  property  report  48  hours  before  signing 
the  contract,  he  may  revoke  it  within  48  hours,  unless  the  purchaser 
read  the  property  report,  and  inspected  the  lot  to  be  purchased  before 
signing  the  contract  and  so  stipulates  in  writing. 

Section  lJt.05.  Registration  of  subdivisions 

Subsection  (a)  provides  that  a  subdivision  may  be  registered  by  fil¬ 
ing  a  statement  of  record  with  the  Secretary  meeting  the  requirements 
of  the  title  and  the  rules  and  regulations  prescribed  by  the  Secretary. 

Subsection  (b)  provides  for  payment  to  the  Secretary  by  the  de¬ 
veloper  of  a  registration  fee  not  in  excess  of  $1,000  in  accordance  with 
a  schedule  to  be  fixed  by  regulations  of  the  Secretary  and  permits  the 
Secretary  to  use  such  fees  to  cover  the  cost  of  rendering  services  under 
the  title. 

Subsection  (c)  provides  that  the  filing  of  a  statement  of  record  or 
an  amendment  takes  place  on  its  receipt  accompanied  by  payment  of 
the  fee  provided  in  subsection  (b) . 

Subsection  (d)  requires  that  information  contained  in  or  filed  with 
a  statement  of  record  be  available  to  the  public  under  regulations  pre¬ 
scribed  by  the  Secretary. 

Section  llfiS.  Information  required  in  statement  of  record 

This  section  provides  that  the  statement  of  record  shall  contain  in¬ 
formation  and  be  accompanied  by  documents  specified  as  follows:  (1) 
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The  name  and  address  of  each  person  having  a  substantial  interest 
in  the  lots  in  the  subdivision  covered  by  the  statement  and  the  extent 
of  the  interest;  (2)  a  legal  description  of  the  subdivision,  a  statement 
of  its  total  area  and  topography,  and  a  map  showing  the  division  pro¬ 
posed  and  the  dimensions  of  the  lots  and  their  relation  to  existing 
streets  and  roads;  (3)  a  statement  of  the  condition  of  title  to  the  land, 
including  a  statement  of  encumbrances,  deed  restriction,  and  cove¬ 
nants;  (4)  a  statement  of  the  general  terms  and  conditions,  including 
the  range  of  selling  prices  or  rents  at  which  the  land  is  to  be  disposed 
of;  (5)  a  statement  of  the  present  condition  of  access  to  the  subdivi¬ 
sion,  the  availability  of  sewage-disposal  facilities  and  other  public 
utilities  (including  water,  electricity,  gas,  and  telephone),  the  proxim¬ 
ity  in  miles  to  nearby  municipalities,  and  the  nature  of  any  improve¬ 
ments  to  be  installed  by  the  developer  together  with  his  estimated 
schedule  for  completion;  (6)  where  there  is  a  blanket  encumbrance 
affecting  the  subdivision  or  any  portion  of  it,  a  statement  of  the  conse¬ 
quence  to  an  individual  purchaser  if  there  is  failure  to  meet  the  obli¬ 
gation  and  the  steps  taken,  if  any,  to  protect  the  purchaser  if  there  is 
such  a  failure;  (7)  a  copy  of  the  articles  of  incorporation  or  other 
organizational  documents  of  the  developer  or,  if  the  purported  holder 
of  legal  title  is  a  person  other  than  the  developer,  copies  of  these  docu¬ 
ments  for  that  person;  (8)  copies  of  the  instrument  establishing  title 
in  the  developer  or  other  person  and  copies  of  any  instrument  creat¬ 
ing  a  lien  or  encumbrance  upon  the  title,  or  copies  of  the  opinion  or 
opinions  of  counsel  on  the  title,  or  copies  of  the  title  insurance  policy 
guaranteeing  the  title ;  (9)  copies  of  all  forms  of  conveyance  to  be  used 
in  selling  or  leasing  lots  to  purchasers;  (10)  copies  of  instruments 
creating  easements  or  other  restrictions;  (11)  such  certified  or  uncerti¬ 
fied  financial  statements  of  the  developer  as  required  by  the  Secretary ; 
and  (12)  other  information,  documents,  and  certifications  as  required 
by  the  Secretary  as  being  reasonably  necessary  or  appropriate  for  the 
protection  of  purchasers. 

Section  14-07.  Taking  effect  of  statements  of  record  and  amendments 
thereto 

Subsection  (a)  provides  that  a  statement  of  record,  or  any  amend¬ 
ment,  shall  take  effect  on  the  30th  day  after  filing  or  at  an  earlier 
date  if  the  Secretary  so  determines.  When  additional  lands  are  offered 
for  disposition,  a  developer  may  consolidate  the  statement  with  any 
prior  statement  of  record  offering  subdivided  land  under  the  same 
promotional  plan. 

Subsection  (b)  provides  that  the  Secretary  advise  the  developer 
within  a  reasonable  time  if  the  statement  is  materially  defective.  Such 
notification  suspends  the  effective  date  until  30  days  after  a  corrective 
filing  is  made.  The  developer  may,  however,  request  a  hearing  which 
must  be  held  within  20  days  of  the  Secretary’s  receipt  of  the  request. 

Subsection  (c)  requires  the  developer  to  file  an  amendment  to  a 
statement  if  any  change  occurs  subsequent  to  its  effective  date  which 
affects  any  material  fact  required  to  be  contained  in  the  statement. 

Subsection  (d)  permits  the  Secretary,  after  notice  and  opportunity 
for  hearing,  to  suspend  a  statement  of  record  if  it  appears  to  him  that 
it  includes  an  untrue  statement  of  a  material  fact  or  omits  to  state  a 
material  fact  required  to  be  stated  or  necessary  to  make  the  statement 
not  misleading.  Upon  the  Secretary’s  declaration  that  the  defective 
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statement  has  been  corrected,  the  suspension  order  ceases  to  be 
effective. 

Subsection  (e)  empowers  the  Secretary  to  make  an  examination  to 
determine  whether  an  order  should  be  issued  under  subsection  (d) 
and  allows  him  to  have  access  to,  and  demand  production  of,  any 
relevant  books  and  papers  of  the  developer,  his  agent,  or  any  other 
person  when  the  matter  is  relevant  to  the  examination. 

Subsection  (f)  permits  any  notice  required  under  section  1407  to 
be  sent  to,  or  served  on,  the  developer  or  his  authorized  agent. 

Section  11+08.  Information  required  in  'property  report 

Subsection  (a)  provides  that  a  property  report  shall  contain  any 
information  in  the  statement  of  record  that  the  Secretary  deems  nec¬ 
essary,  as  well  as  any  other  information  prescribed  under  rules  and 
regulations  of  the  Secretary  as  necessary  or  appropriate. 

Subsection  (b)  requires  that  the  property  report  not  be  used  for 
any  promotional  purposes  before  the  statement  of  record  becomes  ef¬ 
fective,  and  then  only  if  used  in  its  entirety  and  states  that  no  person 
may  advertise  or  represent  that  the  Secretary  approves  or  recom¬ 
mends  the  subdivision. 

Section  11+09.  Cooperation  with  State  authorities 

Subsection  (a)  provides  that  the  Secretary  shall  cooperate  with 
State  authorities  responsible  for  regulating  the  sale  of  lots  in  sub¬ 
divisions  subject  to  the  title.  It  also  permits  the  Secretary  to  accept 
for  filing  under,  and  declare  effective  as  a  statement  of  record,  mate¬ 
rial  filed  with  and  found  acceptable  by  such  authorities. 

Subsection  (b)  provides  that  nothing  in  the  title  shall  affect  the 
jurisdiction  of  any  State  real  estate  commission. 

Section  11+10.  Civil  liabilities 

Subsection  (a)  provides  that,  if  any  part  of  the  statement  of  record 
contained  an  untrue  statement  of  a  material  fact  or  omitted  to  state 
a  material  fact  required  to  be  stated  therein  when  it  becomes  effective, 
anyone  buying  a  lot  while  such  statement  remained  uncorrected  who 
did  not  know  of  such  untruth  or  omission  may  sue  the  developer  at 
law  or  in  equity  in  any  court  of  competent  jurisdiction. 

Subsection  (b)  provides  that  any  developer  or  agent  selling  or 
leasing  a  lot  (1)  in  violation  of  section  1404,  or  (2)  by  means  of  a 
materially  defective  property  report  may  be  sued  by  the  purchaser 
of  the  lot. 

Subsection  (c)  provides  that  damages  in  such  civil  actions  shall 
represent  the  difference  between  the  amount  paid  for  the  lot  and  the 
reasonable  cost  of  any  improvements  thereto,  and  the  lesser  of  (1) 
the  value  thereof  as  of  the  time  such  suit  was  brought,  or  (2)  the 
price  at  which  such  lot  shall  have  been  disposed  of  in  a  bona  fide 
market  transaction  before  suit,  or  (3)  the  price  at  which  such  lot  shall 
have  been  disposed  of  after  suit  in  a  bona  fide  market  transaction 
but  before  judgment. 

Subsection  (d)  permits  any  person  liable  to  make  any  payment 
under  this  section  to  recover  contribution  from  any  other  person 
who,  if  sued  separately,  would  have  been  liable  for  such  payment. 

Subsection  (e)  limits  amounts  recoverable  under  this  section  to  the 
sum  of  the  purchase  price  of  the  lot,  the  reasonable  cost  of  improve¬ 
ments,  and  reasonable  court  costs. 
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Section  1J±11.  Court  review  of  orders 

Subsection  (a)  permits  any  person  aggrieved  by  an  order  or  deter¬ 
mination  of  the  Secretary!,  which  was  issued  after  a  hearing,  to  obtain 
review  in  the  U.S.  court  of  appeals  for  the  circuit  in  which  the 
person  resides  or  has  his  principal  place  of  business  or  in  the  U.S. 
Court  of  Appeals  for  the  District  of  Columbia. 

Subsection  (b)  provides  that  commencement  of  proceedings  under 
subsection  (a)  will  not  stay  the  Secretary’s  order  unless  specifically 
ordered  by  the  court. 

Section  11+12.  Limitation  of  actions 

This  section  bars  the  bringing  of  an  action  to  enforce  any  liability 
created  under  section  1410  (a)  or  (b)(2)  unless  it  is  brought  within 
1  year  after  discovery  of  the  untrue  statement  or  the  omission  or  after 
the  discovery  should  have  been  made.  If  the  action  is  to  enforce  a 
liability  established  under  section  1410  (b)  ( 1 ) ,  it  must  be  brought  with¬ 
in  2  years  after  the  violation  upon  which  it  is  based.  No  action  under 
the  act  may  be  brought  more  than  3  years  after  the  sale  or  lease  of 
the  property. 

Section  11+13.  Contrary  stipulations  void 

This  section  provides  that  any  condition,  stipulation,  or  provision 
requiring  a  person  to  waive  compliance  with  the  title,  or  rules  and 
regulations  of  the  Secretary  pursuant  to  it,  shall  be  void. 

Section.  11+11+.  Additional  remedies 

This  section  provides  that  rights  and  remedies  under  the  title  are 
in  addition  to  otner  rights  and  remedies  at  law  or  equity. 

Section  11+15.  Investigations ,  injunctions ,  and  prosecution  of  offenses 

Subsection  (a)  authorizes  the  Secretary  to  file  suit  to  prohibit  vio¬ 
lations  of  the  title  or  any  rule  or  regulation  promulgated  pursuant 
thereto  in  any  U.S.  district  court  or  in  the  U.S.  District  Court  for  the 
District  of  Columbia.  The  Secretary  is  also  authorized  to  transmit 
evidence  concerning  prohibited  acts  or  practices  to  the  Attorney  Gen¬ 
eral  who  may  institute  criminal  proceedings. 

Subsection  (b)  authorizes  the  Secretary  to  initiate  investigations 
to  determine  if  any  person  has  violated  or  is  about  to  violate  the  title 
or  rules  or  regulations  prescribed  pursuant  to  it. 

Subsection  (c)  empowers  the  Secretary  or  his  designee  to  administer 
oaths  and  affirmations,  subpena  witnesses,  compel  their  attendance, 
take  evidence,  and  require  the  production  of  any  books,  papers,  corre¬ 
spondence,  memorandums,  or  other  records  relevant  or  material  to  an 
investigation  or  proceeding  under  the  title. 

Subsection  (d)  and  (e)  provide  for  enforcement  in  the  U.S.  district 
courts  of  subpenas  issued  by  the  Secretary  and  for  procedures  con¬ 
cerning  attendance  and  testifying  at  hearings  prescribed  by  the 
Secretary. 

Section  11+16.  Administration 

Subsection  (a)  vests  authority  and  responsibility  for  administering 
the  act  in  the  Secretary  of  Housing  and  Urban  Development  and  gives 
him  authority  to  delegate  any  functions,  duties,  and  powers  under  the 
act  to  employees  of  the  Department  or  to  boards  of  such  employees  in 
accordance  with  the  provisions  of  sections  3105,  3344,  5362,  and  7521 
of  title  5  of  the  United  States  Code. 
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Subsection  (b)  provides  that  all  hearings  will  be  public  and  that 
appropriate  records  will  be  kept.  It  further  requires  that  any  order 
issued  after  such  hearing  shall  be  based  on  the  record  made  in  such 
hearing  and  that  such  hearing  will  be  conducted  in  accordance  with 
the  provisions  of  the  administrative  Procedure  Act. 

Section  11+17.  Unlawful  representations 
This  section  provides  that  the  fact  that  a  statement  of  record  has 
been  filed  or  is  in  effect  does  not  constitute  a  finding  by  the  Secretary 
of  Housing  and  Urban  Development  that  it  is  true  and  accurate  on  its 
face  or  that  the  Secretary  has  passed  on  the  merits  or  approved  a 
subdivision. 

Section  11+18.  Penalties 

This  section  establishes  penalties  for  any  person  who  violates  the 
provisions  of  the  title  or  any  rules  and  regulations  issued  pursuant  to 
the  provisions  of  the  title.  The  maximum  penalty  is  a  fine  of  not  more 
than  $5,000  or  imprisonment  for  not  more  than  5  years,  or  both. 

Section  11+19.  Pules,  regulations ,  and  orders 
This  section  authorizes  the  Secretary  of  Housing  and  Urban 
Development  to  make,  issue,  amend,  and  rescind  rules,  regulations,  and 
orders  necessary  or  appropriate  to  the  exercise  of  his  functions  and 
powers  under  the  act. 

Section  11+20.  Jurisdiction  of  offenses  and  suits 

This  section  provides  that  the  U.S.  district  courts  and  the  U.S. 
District  Court  for  the  District  of  Columbia  shall  have  jurisdiction  of 
offenses  and  violations  under  the  title  and  the  rules  and  regulations 
prescribed  pursuant  to  it.  It  provides  these  courts  concurrent  jurisdic¬ 
tion  with  State  courts  for  all  suits  in  equity  or  at  law  to  enforce 
liabilities  or  duties  created  by  this  title  and  that  no  case  under  this 
title  brought  in  any  State  court  of  competent  jurisdiction  shall  be 
removed  to  any  U.S.  court  unless  the  United  States  or  any  officer  or 
employee  of  the  United  States  in  his  official  capacity  shall  De  a  party. 

Section  11+21.  Appropriations 

This  section  authorizes  appropriations  to  carry  out  the  purposes  of 

this  title. 

Section  11+22.  Effective  date 

This  section  provides  that  the  title  shall  be  effective  270  days  after 
enactment. 

TITLE  XV — MORTGAGE  INSURANCE  FOR  NONPROFIT  HOSPITALS 

Section  1501.  Amendment  to  National  Housing  Act 
This  section  adds  to  title  II  of  the  National  Housing  Act  a  new 
section  242,  establishing  a  new  FHA  program  under  which  the  Sec¬ 
retary  of  HUD  will  insure  mortgages  covering  new  or  rehabilitated 
hospitals  (including  initial  equipment).  To  be  eligible  for  such  in¬ 
surance,  the  mortgage  could  not  exceed  $25  million  or  90  percent  of 
replacement  cost,  and  the  hospital  must  be  owned  and  operated  by 
one  or  more  nonprofit  organizations.  The  Secretary  may,  in  his  dis¬ 
cretion,  require  the  mortgagor  to  be  restricted  or  regulated  as  to 
charges  ana  methods  of  financing.  A  certification  that  the  hospital 
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is  needed,  and  that  State  or  local  laws  providing  for  minimum  stand¬ 
ards  will  be  applied  and  enforced,  is  required  from  the  State  health 
agency  designated  for  the  State  involved  under  section  604(a)  (1)  of 
the  Public  Health  Service  Act.  The  agencies  involved  are  directed 
to  encourage  programs  providing  comprehensive  health  care,  includ¬ 
ing  outpatient  and  preventive  care,  in  carrying  out  their  activities  and 
functions  under  the  new  section. 

Insurance  of  mortgages  to  provide  permanent  financing  or  refinanc¬ 
ing  of  existing  indebtedness  for  hospitals  constructed  after  Decem¬ 
ber  31,  1965,  and  before  the  date  of  enactment  is  authorized  up  to  an 
aggregate  limit  of  $20  million. 

Section  1502.  Labor  standards 

This  section  amends  section  212  of  the  National  Housing  Act  to  make 
FHA’s  labor  standards  provisions  (Davis-Bacon  Act)  applicable  to 
hospitals  financed  with  mortgage  insurance  under  the  new  section  242 
except  that  compliance  may  be  waived  by  the  Secretary  in  cases  where 
laborers  or  mechanics  voluntarily  donate  their  services  for  the  purpose 
of  lowering  hospital  construction  costs. 

TITLE  XVI - HOUSING  GOALS  AND  ANNUAL  HOUSING  REPORT 

Section  1601.  Reaffirmation  of  goal 

In  this  section  the  Congress  finds  that  the  Nation’s  housing  supply 
is  not  increasing  rapidly  enough  to  meet  the  national  housing  goal — 
the  “realization  as  soon  as  feasible  of  the  goal  of  a  decent  home  and 
a  suitable  living  environment  for  every  American  family.”  The 
Congress  reaffirms  this  goal,  and  determines  that  it  can  be  substan¬ 
tially  achieved  within  the  next  decade  by  the  construction  or  reha¬ 
bilitation  of  26  million  housing  units,  including  6  million  for  low  and 
moderate  income  families. 

REPORT  OUTLINING  PLAN 

Section  1602.  Report  outlining  plan 

This  section  requires  the  President  to  make  a  report  to  Congress 
on  or  before  January  15,  1969,  setting  forth  a  10-year  plan  covering 
the  period  June  30,  1968,  to  June  30,  1978.  This  plan  would  indicate 
the  number  of  units  it  is  anticipated  will  have  to  be  provided  in  both 
the  Government-assisted  and  the  conventional  markets  for  each  of  the 
10  years,  together  with  a  statement  of  what  reduction  in  substandard 
units  is  expected,  an  estimate  of  costs  in  the  various  Federal  programs 
for  carrying  out  the  plan,  and  recommendations  for  administrative  or 
legislative  action.  The  report  would  also  include  an  estimate  of  res¬ 
idential  mortgage  market  needs,  including  availability  and  flow  of 
mortgage  funds,  for  the  coming  year,  and  such  other  data  and  rec¬ 
ommendations  as  are  deemed  pertinent. 

PERIODIC  REPORTS 

Section  1603.  Periodic  reports 

This  section  requires  annual  reports  by  the  President  on  January 
15  of  each  year,  which  reports  would  compare  the  results  for  the  pre¬ 
vious  year  with  the  goals  set  forth  in  the  plan  for  that  year.  These 
annual  reports  would  give  reasons  for  not  meeting  objectives,  if  that 
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be  the  case,  and  would  also  set  forth  any  revised  objectives  as  would 
fee  necessary,  together  with  an  estimate  of  the  availability  and  flow 
of  mortgage  funds  for  the  coming  year.  The  annual  reports  would  also 
provide  an  analysis  of  the  monetary  and  fiscal  policies  for  the  coming 
calendar  year  required  to  carry  out  the  objectives  of  the  plan,  and 
could  contain  such  further  legislative  or  administrative  recommenda¬ 
tions  as  are  deemed  appropriate  by  the  President. 

Section  160 1*.  Commission  on  mortgage  interest  rates 

This  section  provides  that  funds,  appropriated  and  available  for 
studies  of  housing  markets  and  credit  under  section  301  of  the  Hous¬ 
ing  Act  of  1948  and  section  602(a)  of  the  Housing  Act  of  1966,  shall 
be  available  for  expenses  of  the  Commission  to  study  mortgage  in¬ 
terest  rates  established  by  section  4(b)  of  Public  Law  90-301. 

TITLE  XVII — MISCELLANEOUS 

Section  1701.  Model  cities 

Subsection  (a)  amends  section  111(a)  of  the  Demonstration  Cities 
and  Metropolitan  Development  Act  of  1966  to  authorize  the  appro¬ 
priation  of  $12  million  for  the  provision  of  planning  and  technical 
assistance  for  fiscal  year  1969. 

Subsection  (b)  amends  section  111(b)  of  the  1966  act  to  authorize 
the  appropriation  of  $1  billion  for  the  demonstration  cities  program 
for  fiscal  year  1970. 

Subsection  (c)  amends  section  111(c)  of  the  1966  act  to  provide 
that  any  amounts  authorized  but  not  appropriated  for  any  fiscal  year 
may  be  appropriated  for  any  succeeding  fiscal  year  through  fiscal  year 
1970. 

Section  1702.  Urban  renewal  demonstration  grant  program 

This  section  amends  section  314  of  the  Housing  Act  of  1954  to  pro¬ 
vide  that  demonstration  grants  may  be  made  thereunder  to  nonprofit 
organizations  as  well  as  to  public  bodies.  Where  a  grant  is  made  to  a 
nonprofit  organization,  its  assisted  activities  and  undertakings  shall 
not  be  inconsistent  with  the  program  of  the  local  public  agency.  It 
also  increases  from  66%  to  90  percent  of  cost  the  maximum  amount  of 
such  a  grant,  and  increases  from  $10  to  $20  million  the  funds  available 
for  the  program. 

Section  1703.  Authorization  for  urban  information  and  technical 
assistance  services  program  • 

This  section  amends  section  906  of  the  Demonstration  Cities  and 
Metropolitan  Development  Act  of  1966  to  authorize  the  appropria¬ 
tion  of  $5  million  for  fiscal  year  1969  and  $15  million  for  fiscal  year 
1970  for  the  urban  information  and  technical  assistance  services  pro¬ 
gram  under  title  IX  of  that  act.  It  also  provides  that  any  amounts 
authorized  but  not  appropriated  for  any  fiscal  year  may  be  appro¬ 
priated  for  any  succeeding  fiscal  year  through  fiscal  year  1970. 

Section  1701*.  Advances  in  technology  in  housing  and  urban  develop¬ 
ment 

This  section  amends  section  1010  of  the  Demonstration  Cities  and 
Metropolitan  Development  Act  of  1966  to  authorize  the  appropriation 
of  such  sums  as  may  be  necessary  for  the  program  of  utilization  of 
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advances  in  technology  beginning  with  fiscal  year  1969,  and  to  per¬ 
mit  research  contracts  under  the  program  to  be  made  for  periods  of 
up  to  4  instead  of  2  years.  It  also  directs  the  Secretary  to  require, 
to  the  greatest  extent  feasible,  the  employment  of  new  and  improved 
technology  in  programs  administered  by  HUD  with  the  view  to  reduc¬ 
ing  the  cost  of  construction,  rehabilitation  and  maintenance  and  stim¬ 
ulating  the  increased  and  sustained  production  of  housing. 

Section  1705.  College  housing 

This  section  extensively  amends  title  IV  of  the  Housing  Act  of  1950 
to  provide  that  the  Secretary  of  HUD,  in  addition  to  making  loans 
as  presently  provided  for  to  an  educational  institution  for  the  con¬ 
struction  or  acquisition  and  renovation  of  facilities  under  the  college 
housing  program  or  making  loans  to  such  an  institution  for  the  pur¬ 
chase  of  existing  facilities  fliat  are  not  in  need  of  any  renovation  (as 
newly  provided  for  by  the  amendments  in  this  section),  may  make 
annual  grants  to  such  an  institution  (separately  or  in  combination  with 
loans)  for,  the  purpose  of  reducing  the  institution’s  cost  of  borrowing 
from  other  sources.  These  grants  are  to  be  made  under  contracts  for 
periods  of  up  to  40  years,  each  grant  being  equal  to  the  difference  be¬ 
tween  the  actual  average  annual  debt  service  required  to  be  paid  as  a 
cost  of  borrowing  from  other  sources  and  the  average  annual  debt 
service  which  would  be  required  under  a  college  housing  loan  at  the 
interest  rate  established  for  such  loans  under  title  IV  of  the  1950  act. 
The  aggregate  amount  of  contracts  for  these  grants  could  not  exceed 
the  amount  authorized  in  appropriation  acts,  and  could  not  exceed  $10 
million  initially  or  $20  million  after  June  30, 1969. 

It  also  makes  the  limitations  and  restrictions  with  regard  to  dealing 
in  underwriting,  and  purchasing  investment  securities  by  a  national 
bank  for  its  own  account  inapplicable  to  State  or  local  obligations  is¬ 
sued  for  housing,  university,  or  dormitory  purposes. 

Section  1706.  Housing  for  the  elderly 

This  section  amends  section  202(a)  of  the  Housing  Act  of  1959  to 
make  limited-profit  sponsors  (along  with  private  nonprofit  corpo¬ 
rations,  consumer  cooperatives,  and  public  bodies  and  agencies)  eli- 

fible  for  loans  to  provide  housing  and  related  facilities  for  elderly  or 
andicapped  families  thereunder.  A  loan  to  such  a  limited-profit  spon¬ 
sor  could  not  exceed  90  percent  of  the  development  cost  of  the  project. 

Section  1707.  Federal-State  training  'programs 

This  section  amends  title  VIII  of  the  Housing  Act  of  1964  to  expand 
the  Federal-State  training  program  to  permit  grants  to  States  for 
training  subprofessional  (as  well  as  professional)  persons  to  be  em¬ 
ployed  in  the  fields  of  housing  (as  well  as  community)  development 
by  private  nonprofit  (as  well  as  public)  organizations.  It  also  makes 
Guam,  American  Samoa,  and  the  Trust  Territory  of  the  Pacific  Islands 
eligible  for  these  grants. 

Section  1708.  Additional  Assistant  Secretary  of  Housing  and  Urban 
Development 

This  section  amends  section  4(a)  of  the  Department  of  Housing 
and  Urban  Development  Act  and  section  5313  of  title  5,  United  States 
Code,  to  increase  from  five  to  six  the  number  of  Assistant  Secretaries 
in  the  Department  of  HUD. 
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Section  1709.  International  housing 

This  section  amends  section  604  of  the  Housing  Act  of  1957  to  clarify 
the  authority  of  the  Secretary  of  HUD  to — (1)  Exchange  data  on 
housing  and  urban  development  with  foreign  countries;  (2)  employ 
private  citizens  to  participate  in  intergovernmental  and  international 
meetings  sponsored  or  attended  by  HUD;  and  (3)  accept  funds  and 
other  donations  from  international  organizations^  foreign  countries, 
and  private  foundations  in  connection  with  activities  carried  on  under 
international  housing  programs. 

Section  1710.  Eligibility  for  rent  supplement  payments 

This  section  extends  eligibility  to  participate  in  the  rent  supplement 
program  under  section  101  of  the  Housing  and  Urban  Development 
Act  of  1965  to  two  projects  in  New  York  City  which  are  presently 
ineligible  for  rent  supplement  assistance  because  of  the  early  date  of 
their  approval  for  mortgage  insurance. 

Section  1711.  Consolidation  of  low-rent  public  housing  projects  in  the 
District  of  Columbia 

This  section  allows  the  National  Capital  Housing  Authority  to 
consolidate  the  operating  income  and  expense  accounts  for  certain  low- 
rent  housing,  built  in  the  District  of  Columbia  under  title  I  of  the 
District  of  Columbia  Alley  Dwelling  Act  before  the  enactment  of 
the  U.S.  Housing  Act  of  1937,  into  its  annual  contributions  contracts 
covering  projects  built  under  title  II  of  the  District  Act  with  assistance 
under  the  1937  act. 

Section  1712.  Urban  renewal  project  in  Garden  City ,  Mich. 

This  section  authorizes  the  inclusion  as  a  local  grant-in-aid,  toward 
the  Cherry  Hill  urban  renewal  project  in  Garden  City,  Mich.,  of  local 
expenditures  made  in  connection  with  the  construction  of  the  Florence 
Primary  School  notwithstanding  the  date  of  commencement  of  such 
construction. 

Section  1713.  Urban  renewal  project  in  Sacramento ,  Calif. 

This  section  authorizes  the  inclusion  as  a  local  grant-in-aid,  toward 
the  Capitol  Mall  Riverfront  urban  renewal  project  in  Sacramento, 
Calif.,  of  local  expenditures  made  in  connection  with  the  construction 
of  a  storm  drainage  system  notwithstanding  the  date  of  commence¬ 
ment  of  such  construction. 

Section  17  11/,.  Self -help  studies 

This  section  amends  section  207  of  the  Housing  Act  of  1961  to 
permit  the  Secretary  of  HUD  to  include  the  study  of  self-help  in  con¬ 
struction,  rehabilitation,  and  maintenance  of  housing  for  low-income 
persons  and  families  in  the  low-income  housing  demonstration  pro¬ 
gram.  Also  directs  Secretary  of  HUD  to  make  a  report  to  Congress 
within  1  year  after  date  of  enactment  of  this  act,  setting  forth  the 
results  of  the  self-help  studies  and  demonstrations  carried  out  under 
section  207  with  such  recommendations  as  he  deems  appropriate. 

Section  1715.  Earthquake  study 

This  section  amends  section  5  of  the  Southeast  Hurricane  Disaster 
Relief  Act  of  1965  to  extend,  from  October  31, 1968,  to  June  30, 1969, 
the  date  on  which  the  Secretary  must  report  on  earthquake  insurance 
under  that  act. 
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Section  1716.  Savings  and  loan  associations 

Subsection  (a)  would  authorize  Federal  savings  and  loan  associa¬ 
tions  to  raise  capital  in  the  form  of  such  savings  deposits  or  other 
accounts  (as  well  as  shares)  for  fixed,  minimum,  or  indefinite  periods 
of  time  and  to  issue  passbooks,  time  certificates  of  deposit,  or  other 
evidences  of  such  deposits  or  accounts  as  permitted  by  their  charters 
or  by  regulations  of  the  Federal  Home  Loan  Bank  Board.  All  instru¬ 
ments  issued  pursuant  to  this  provision  would  have  the  same  priority 
in  the  event  of  liquidation.  That  subsection  would  also  permit  such 
associations  to  borrow  money  and  give  security  therefor  and  to  issue 
notes,  bonds,  debentures,  or  other  securities  (except  capital  stock), 
subject  to  authorization  by  the  Board. 

Subsection  (b)  would  authorize  Federal  associations  to  invest  in 
time  deposits,  certificates,  or  accounts  in  banks  insured  by  the  Federal 
Deposit  Insurance  Corporation. 

subsection  (c)  would  authorize  Federal  associations  to  invest  in 
unsecured  loans  not  exceeding  $5,000  to  finance  the  construction  of 
new  structures  related  to  residential  use  (vacation  homes).  Such  au¬ 
thority  is  in  addition  to  the  authority  to  make  such  loans  for  the 
repair,  alteration,  or  improvement  of  existing  homes. 

Subsection  (d)  would  authorize  Federal  associations  to  invest  in 
loans  for  the  purpose  of  mobile  home  financing,  subject  to  such  prohi¬ 
bitions,  limitations,  and  conditions  as  the  Federal  Home  Loan  Bank 
Board  may  prescribe  by  regulation.  That  subsection  would' also  au¬ 
thorize  loans  not  exceeding  $5,000  for  the  equipping  of  homes,  as  well 
as  for  their  repair,  alteration,  or  improvement,  also  subject  to  such 
prohibitions,  limitations,  and  conditions. 

Subsection  (e)  would  authorize  Federal  associations  to  invest  in 
loans,  guaranteed  by  AID  under  section  221  of  the  Foreign  Assistance 
Act  of  1961,  on  housing  projects  located  in  developing  countries  out¬ 
side  of  Latin  America.  Investment  in  such  loans,  together  with  invest¬ 
ment  in  Latin  American  loans  guaranteed  under  section  224  of  that 
act,  would  be  subject  to  a  1-percent-of-assets  limitation. 

Subsection  (f)  would  authorize  Federal  associations  to  invest  in 
loans  to  federally  supervised  financial  institutions  or  to  brokers  or 
dealers  registered  with  the  Securities  and  Exchange  Commission,  if 
such  loans  are  secured  by  loans,  obligations^  or  investments  in  which 
the  Federal  association  has  statutory  authority  to  invest  directly. 

Section  1717.  Federal  Home  Loan  Bank  Act 

This  section  amends  section  12  of  the  Federal  Home  Loan  Bank 
Act  to  permit  Federal  home  loan  banks,  subject  to  the  regulations  of 
the  Board,  to  invest  in  housing  project  loans  or  interests  therein  having 
the  benefit  of  any  guarantee  under  section  221  of  the  Foreign  Assistance 
Act  of  1961.  The  section  also  authorizes  investments  in  loans  or  inter¬ 
ests  therein  having  the  benefit  of  any  guarantee  under  section  224  of 
the  Foreign  Assistance  Act  of  1961.  The  latter  section  relates  to  guar¬ 
antees  of  loan  investments  in  pilot  or  demonstration  private  housing 
projects,  credit  institutions  furnishing  home  mortgage  financing, 
lower-income  housing  projects,  and  certain  other  housing  investments 
in  Latin  America  of  types  intended  to  foster  the  development  of  local 
capital-generating  enterprises.  This  section  is  not  intended  to  confer 
any  investment  authority  on  Federal  savings  and  loan  associations  or 
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any  other  members  of  Federal  home  loan  banks  that  they  would  not 
have  in  the  absence  of  this  section. 

Section  1718 .  Federal  Reserve  Act 

This  section  amends  section  24  of  the  Federal  Reserve  Act  to  author¬ 
ize  construction  loans  up  to  36  months  in  length  as  an  exception  to  the 
limitation  on  real  estate  loans,  to  permit  national  banks  to  continue 
to  purchase  participations  in  existing  mortgages,  and  to  provide  that 
loans  by  national  banks  shall  not  be  considered  real  estate  loans  if  the 
bank  looks  primarily  for  repayment  out  of  the  income  of  the  borrowers 
or  to  security  other  than  real  estate  even  though  the  bank  takes  real 
estate  mortgages  as  additional  security  for  such  loans. 

Section  1719.  Low-rent  'public  housing — Corporate  status 

This  section  amends  the  U.S.  Housing  Act  of  1937  to  eliminate  the 
provisions  which  presently  confer  corporate  status  upon  the  public 
housing  entity  in  the  Department  of  HUD,  and  to  vest  directly  in  the 
Secretary  the  necessary  functions,  powers,  and  duties  for  the  low-rent 
public  housing  program.  It  also  permits  the  retirement  and  return  to 
the  Treasury  of  the  $1  million  capital  stock  of  such  entity. 

Section  1720.  Special  studies  of  savings  and  loan  industry 

This  section  amends  that  part  of  chapter  IV  of  the  Second  Supple¬ 
mental  Appropriation  Act,  1966,  which  relates  to  expenses  necessary 
for  special  studies  of  the  savings  and  loan  industry,  to  extend  the  com¬ 
pletion  date  of  these  studies  from  December  31,  1968,  to  December 
31, 1969. 

Section  1721.  Small  Business  Act 

This  section  extends  the  provisions  of  the  Small  Business  Act  to 
include  the  Trust  Territory  of  the  Pacific  Islands. 

Section  1722.  Technical  amendments 

Subsection  (a)  amends  section  110(c)  of  the  Housing  Act  of  1949 
to  make  it  clear  that  urban  renewal  project  funds  can  be  used  for  “the 
restoration  of  acquired  properties  of  historical  or  architectural  value.” 

Subsection  (b)  amends  section  110(d)  of  the  Housing  Act  of  1949 
to  make  it  clear  that  grant-in-aid  credit  can  be  given  for  expenditures 
by  a  public  body  for  the  construction  of  foundations  and  platforms  on 
air  rights  sites  in  urban  renewal  projects  to  the  same  extent  that  such 
work  could  now  be  done  with  project  funds. 

Subsection  (c)  amends  section  110(e)  of  the  Housing  Act  of  1949 
to  make  it  clear  that  the  restoration  of  historic  properties  can  be  car¬ 
ried  out  as  an  urban  renewal  project  cost  for  those  projects  approved 
for  three-fourths  Federal  grant  assistance  on  a  limited  project  cost 
basis 

Subsection  (d)  amends  section  1101(c)  (3)  of  the  National  Housing 
Act  to  permit  amortization  of  the  mortgage  term  under  the  medical 
group  practice  facilities  program  to  commence  after  completion  of 
construction  of  the  facility  rather  than  at  the  time  the  mortgage  is 
executed. 

Subsection  (e)  amends  section  213 (o)  of  the  National  Housing  Act 
to  clarify  the  authority  of  the  Secretary  to  invest  all  moneys,  not  cur¬ 
rently  needed  for  the  operation  of  the  cooperative  management  hous¬ 
ing  insurance  fund,  in  Government  bonds  or  obligations,  or  in  the  pur- 
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chase  on  the  open  market  of  debentures  which  are  the  obligation  of 
the  fund. 

Subsection  (f)  amends  section  810(e)  of  the  National  Housing  Act 
to  permit  an  individual,  who  is  approved  by  the  Secretary,  to  be  a 
mortgagor  under  the  FHA  section  810  housing  program  for  military 
personnel, or  employees  or  personnel  of  NASA  or  AEC  research  or 
development  installations. 

Subsection  (g)  amends  section  220(d)  (2)  (B)  of  the  National  Hous¬ 
ing  Act  to  permit  entities,  other  than  corporations,  restricted  as  to 
rents,  charges,  capital  structure,  rate  of  return,  or  methods  of  opera¬ 
tion,  to  qualify  for  the  higher  maximum  mortgage  amount  that  cor¬ 
porations  so  regulated  now  qualify  for. 


VA  AND  FHA  HOUSING  AMENDMENTS 

[H.R.  10477] 

[Public  Law  90-301,  approved  May  7,  1968] 

i 

To  amend  chapter  37  of  title  38  of  the  United  States  Code  with  respect  to  the 

veterans’  home  loan  program,  to  amend  the  National  Housing  Act  with  respect 

to  interest  rates  on  insured  mortgages,  and  for  other  purposes 

History  of  Legislation 

H.K.  10477  was  introduced  in  the  House  of  Representatives  on 
June  1,  1967  by  Mr.  Teague  of  Texas.  The  bill  was  subsequently 
considered  and  reported  by  the  Veterans’  Affairs  Committee  of  the 
House  of  Representatives  on  March  13,  1968  (H.  Rept.  1171).  The 
measure  was  considered  and  passed  by  the  House  on  March  26,  1968, 
and  was  sent  to  the  Senate  where  it  was  referred  to  the  Banking  and 
Currency  Committee  on  March  27,  1968.  The  bill  was  subsequently 
considered  and  amended  by  the  committee  and  reported  by  Senator 
Sparkman  on  April  10,  1968  (S.  Rept.  1090).  H.R.  10477,  as  amended, 
was  considered  and  passed  by  the  Senate  on  April  19,  1968,  and  sent 
to  the  House  of  Representatives.  On  April  30,  1968,  the  House  con¬ 
curred  in  the  Senate  amendments  and  further  amended  the  bill  and 
returned  it  to  the  Senate.  The  Senate  concurred  in  the  House  amend¬ 
ment  on  April  30.  * 

H.R.  10477  was  approved  by  the  President  on  May  7,  1968, 
becoming  Public  Law  90-301. 

Digest  of  Statute 

Section  1. — Amends  sections  1810(c)  and  1811(d)  of  title  38,  United 
States  Code,  to  increase  the  maximum  amount  of  guarantee  on 
VA-guaranteed  home  loans  from  $7,500  to  $12,500. 

Section  2. — Amends  section  1810(b)  of  title  38,  United  States  Code, 
to  permit  an  eligible  veteran  to  pay  as  the  sales  price  of  a  home  pur¬ 
chase  such  amount  in  excess  of  the  reasonable  value  as  the  veteran 
may  determine. 

Section  3  — Amends  several  sections  of  the  N ational  Housing  Act 
to  provide  authority  until  October  1,  1969,  to  the  Secretary  of  Hous¬ 
ing  and  Urban  Development  to  set  the  interest  rate  on  all  (single 
and  multifamily)  FHA  mortgage  insurance  programs  (excluding  the 
title  I  home  improvement  loan  program)  at  a  rate  necessary  to  meet 
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the  mortgage  market.  (Pursuant  to  sec.  5(b)  of  Public  Law  89-358, 
approved  March  3,  1966,  the  Administrator  of  the  VA  may  set  the 
interest  rate  at  a  level  which  is  necessary  to  meet  the  mortgage  market 
except  that  such  rates  shall  never  exceed  the  rate  set  by  the  Secre¬ 
tary  of  HUD  for  FHA  sec.  203(b)  mortgages.  Thus,  by  permitting 
the  Secretary  of  HUD  authority  to  set  FHA  interest  rates  at  a  level 
that  is  necessary  to  meet  the  market,  the  Veterans  Administrator 
could  establish  the  VA  rate  at  a  level  no  higher  than  the  rate  pre¬ 
scribed  by  the  Secretary  of  HUD  for  sec.  203(b)  mortgages. 

Section  3  also  amends  sections  207  (regular  rental  housing),  213 
(cooperative  housing),  231  (housing  for  the  elderly),  234  (condomin¬ 
iums)  of  the  National  Housing  Act  to  increase  the  statutory  interest 
rate  on  mortgages  insured  under  these  sections  to  6  percent. 

Section  4- — Establishes  a  commission  to  study  mortgage  interest 
rates  and  to  make  recommendations  to  assure  the  availability  of  an 
adequate  supply  of  mortgage  credit  at  reasonable  cost  to  the  consumer. 

Section  5. — Adds  a  new  section  1827  to  chapter  37  of  title  38,  United 
States  Code,  to  provide  aid  to  distressed  veteran  home  buyers  who 
after  relying  on  VA  or  FHA  construction  standards  find  structural 
defects  in  their  properties. 


EFFECT  OF  RAILROAD  MERGERS  ON  COMMUTER 

TRANSPORTATION 

On  March  26,  27,  and  28,  1968,  the  Housing  and  Urban  Affairs 
Subcommittee  held  open  hearings  on  the  effect  of  railroad  mergers  on 
commuter  transportation.  These  hearings  were  exploratory  in  nature 
in  order  to  obtain  information  that  might  provide  some  help  or  solu¬ 
tions  to  some  of  the  problems  of  urban  mass  transportation.  At  the 
conclusion  of  the  hearings,  the  hearing  record  was  printed. 
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FULL  DISCLOSURE  OF  CORPORATE  EQUITY  OWNERSHIP 

[S.  510] 

[Public  Law  90-439,  approved  July  29,  1968] 

Providing  for  full  disclosure  of  corporate  equity  ownership  of  securities  under  the 

Securities  Exchange  Act  of  1934 

History  of  Legislation 

S.  510  was  introduced  by  Senator  Williams  of  New  Jersey  for 
himself  and  Senator  Kuchel  on  January  18,  1967.  Hearings  were  held 
by  the  Subcommittee  on  Securities  of  the  Senate  Banking  and  Cur¬ 
rency  Committee  on  March  21,  22,  and  April  4,  1967.  The  bill  was 
reported  to  the  Senate  by  Senator  Williams  of  New  Jersey  on  August 
29,  1967  (S.  Rept.  550).  S.  510  passed  the  Senate  on  August  30,  1967. 

A  hearing  was  held  on  this  legislation  by  the  House  Committee  on 
Interstate  and  Foreign  Commerce  on  July  1,  1968.  S.  510  was  reported 
with  amendments  on  July  12,  1968,  by  the  House  Committee  on 
Interstate  and  Foreign  Commerce  (H.  Rept.  1711).  S.  510  was  passed 
with  amendments  by  the  House  on  July  15,  1968.  On  July  18,  1968, 
the  Senate  concurred  in  the  amendments  made  by  the  House  to  S.  510. 
The  bill  was  signed  by  the  President  on  July  29,  1968,  becoming 
Public  Law  90-439. 

Digest  of  Statute 

Public  Law  90-439  amends  the  Securities  Exchange  Act  of  1934  as 
follows : 

Section  1 — Bank  securities. — Section  12(i)  of  the  Securities  Exchange 
Act  of  1934  is  amended  to  make  it  clear  that  the  authority  and 
responsibility  to  administer  and  enforce  the  new  disclosure  provisions 
added  to  the  Securities  Exchange  Act  of  1934  by  this  bill,  insofar  as 
they  apply  to  the  securities  of  banks,  will  be  vested  in  the  various 
Federal  banking  agencies  rather  than  in  the  Securities  and  Exchange 
Commission. 

This  amendment  is  consistent  with  the  provisions  of  the  Securities 
Acts  Amendments  of  1964,  which  vested  in  the  Federal  banking 
agencies  the  authority  and  responsibility  to  administer  the  disclosure 
provisions  of  the  Exchange  Act  as  they  apply  to  bank  securities.  Under 
this  section  the  Federal  bank  regulatory  agencies  are  authorized  to 
adopt  rules  and  forms  differing  from  those  of  the  Securities  and 
Exchange  Commission  whenever  the  bank  regulatory  agencies  deem 
it  appropriate. 

Section  2 — Acquisition  oj  more  than  10  percent  oj  a  class  of  registered 
securities. — Section  13  of  the  Securities  Exchange  Act  of  1934  is 
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amended  by  adding  a  new  subsection  (d).  This  subsection  requires 
the  filing  of  a  statement  by  any  person  who  acquires  the  beneficial 
ownership  of  any  equity,  or  issue  issued  by  a  closed-end  registered 
investment  company,  security  registered  under  section  12  of  the 
Securities  Exchange  Act  if  after  such  acquisition  he  beneficially 
owns  more  than  10  percent  of  the  securities  of  that  class.  The  state¬ 
ment  would  be  sent  to  the  issuer  of  the  security  at  its  principal  execu¬ 
tive  office  by  registered  or  certified  mail,  sent  to  each  exchange  where 
the  security  is  traded,  and  filed  with  the  Securities  and  Exchange 
Commission  within  10  days  after  the  acquisition. 

Subsection  (d)  applies  to  persons  who  beneficially  own  more 
than  10  percent  of  the  class  before  such  acquisition  as  well  as  to  persons 
who  become  the  beneficial  owner  of  more  than  10  percent  of  the  class 
as  a  result  of  such  acquisition.1 

The  purpose  of  section  13(d)  is  to  require  disclosure  of  information 
by  persons  who  have  acquired  a  substantial  interest,  or  increased 
their  interest  in  the  equity  securities  of  a  company  by  a  substantial 
amount,  within  a  relatively  short  period  of  time. 

Paragraph  (1)  of  subsection  (d)  outlines  certain  items  of  informa¬ 
tion  which  the  Securities  and  Exchange  Commission  could  require  to 
be  disclosed  in  the  statement,  including  the  identity  and  background 
of  the  purchasers,  the  source  and  amount  of  the  consideration  paid, 
and  any  borrowing  made  to  acquire  the  securities  where  funds  are 
borrowed  from  a  bank  in  the  ordinary  course  of  business.  The  name  of 
the  bank  is  to  be  treated  confidentially. 

Under  paragraph  (1),  if  the  purpose  of  the  purchase  is  to  acquire 
control,  the  Securities  and  Exchange  Commission  could  require  dis¬ 
closure  of  any  plans  or  proposals  to  liquidate  the  issuer  or  to  sell  its 
assets  or  to  merge  it  with  another  company  or  to  make  any  other 
major  changes  in  the  company’s  business  or  corporate  structure. 
Disclosure  of  the  number  of  shares  beneficially  owned,  including  the 
number  of  shares  for  which,  options  are  outstanding,  and  information 
relating  to  any  contracts,  arrangements  or  understandings  with  any 
person  regarding  the  securities  of  an  issuer  could  also  be  required. 

The  Securities  and  Exchange  Commission  would  also  have  the 
authority,  by  rules  and  regulations,  to  modify  the  disclosure  re¬ 
quirements  set  forth  in  the  bill  and  to  require  disclosure  of  additional 
information  where  necessary  or  appropriate  in  the  public  interest  or 
for  the  protection  of  investors. 

Paragraph  (2)  of  subsection  (d)  authorizes  the  Securities  and 
Exchange  Commission  to  adopt  rules  and  regulations  with  respect  to 
amendments  to  the  statement  filed  in  the  event  that  material  changes 
occur  in  the  facts  required  to  be  set  forth  therein.  Under  this  para¬ 
graph  the  Securities  and  Exchange  Commission  could  adopt  rules 
and  regulations  governing  the  form  and  content  of  the  amendment 
and  specify  the  time  period  during  which  such  amendment  is  to  be 
transmitted  to  the  issuer  and  the  exchange  and  filed  with  the  Securities 
and  Exchange  Commission. 

Paragraph  (3)  of  subsection  (d)  defines  “person”  as  follows:  “when 
two  or  more  persons  act  as  a  partnership,  limited  partnership,  syndi¬ 
cate,  or  other  group  for  the  purpose  of  acquiring,  holding,  or  disposing 

1  Subsec.  (d)(5)(B)  of  the  bill  would  exempt  any  acquisition  which,  together  with  all  other  acquisitions 
by  the  same  person  during  the  preceding  12  months,  does  not  exceed  2  percent  of  the  class. 
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of  securities  of  an  issuer,  such  syndicate  or  group  shall  be  deemed  a 
‘person’  for  the  purposes  of  this  subsection.”  This  provision  would 
prevent  a  group  of  persons  who  seek  to  pool  their  voting  or  other 
interests  in  the  securities  of  an  issuer  from  evading  the  provisions  of 
the  statute  because  no  one  individual  owns  more  than  10  percent  of 
the  securities.  The  group  would  be  deemed  to  have  become  the  bene¬ 
ficial  owner,  directly  or  indirectly,  of  more  than  10  percent  of  a  class 
of  securities  at  the  time  they  agreed  to  act  in  concert.  Consequently, 
the  group  would  be  required  to  file  the  information  called  for  in 
section  13(d)(1)  within  10  days  after  they  agree  to  act  together, 
whether  or  not  any  member  of  the  group  had  acquired  any  securities 
at  that  time.  This  provision  is  designed  to  obtain  full  disclosure  of  the 
identity  of  any  person  or  group  obtaining  the  benefits  of  ownership 
of  securities  by  reason  of  any  contract,  understanding,  relationship, 
agreement  or  other  arrangement. 

Paragraph  (4)  of  subsection  (d)  defines  a  “class”  to  consist  of  the 
amount  of  outstanding  securities  of  such  class  less  any  such  securities 
held  by  or  for  the  account  of  the  issuer  or  a  subsidiary  of  the  issuer. 

Paragraph  (5)  of  subsection  (d)  sets  forth  certain  exemptions  from 
the  filing  requirements  of  subsection  (d)(1),  including  any  acquisition 
made  by  means  of  a  registration  statement  pursuant  to  the  Securities 
Act  of  1933,  any  acquisition  which,  together  with  all  other  acquisitions 
by  the  same  person  during  the  preceding  12  months,  does  not  exceed 
2  percent  of  the  class,  and  any  acquisition  by  an  issuer  of  its  own 
securities.  In  addition,  the  Securities  and  Exchange  Commission  could 
exempt  from  filing  any  acquisition  or  proposed  acquisition  which  was 
not  intended  to  or  did  not  have  the  effect  of  changing  or  influencing 
the  control  of  the  issuer  or  otherwise  is  not  comprehended  within  the 
purposes  of  subsection  (d) . 

Subsection  ( e ) — Purchases  by  an  issuer  oj  its  own  securities. — This 
subsection  authorizes  the  Securities  and  Exchange  Commission  to 
adopt  such  mips  and  regulations  with  respect  to  purchases  by  an 
issuer  of  equity  securities  registered  under  section  12  of  the  act  or  by 
registered  closed-end  investment  company,  of  its  own  securities  as  it 
may  deem  necessary  or  appropriate  in  the  public  interest  or  for  the 
protection  of  investors,  to  define  such  acts  and  practices  as  are  fraudu¬ 
lent,  deceptive,  or  manipulative  and  to  prescribe  means  reasonably 
designed  to  prevent  such  acts  and  practices.  Subsection  (e)  also 
specified  certain  information  which  could  be  required  to  be  disclosed : 
the  reasons  for  such  purchase,  the  source  of  funds,  the  number  of 
shares  to  be  purchased,  the  price  to  be  paid  for  such  securities,  and 
the  method  of  purchase.  The  Securities  and  Exchange  Commission 
could  also  require  disclosure  of  additional  or  other  informatin  which 
it  deems  to  be  necessary  or  appropriate  in  the  public  interest  or  for  the 
protection  of  investors,  or  material  to  a  determination  whether 
security  should  be  sold. 

Subsection  (e)  (2)  provides  that  a  purchase  by  or  for  a  person  in  a 
control  relationship  with  the  issuer,  by  or  for  a  pension  or  profit- 
sharing  or  similar  plan  of  the  issuer  administered  by  a  person  in  a 
control  relationship  with  the  issuer,  or  a  purchase  by  a  person  on 
behalf  of  the  issuer  to  be  a  purchase  by  the  issuer.  Such  a  purchase 
would  require  compliance  with  the  rules  and  regulations  to  be  adopted 
by  the  Securities  and  Exchange  Commission  under  subsection  (e). 
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Section  3 — Tender  offers. — Three  subsections  are  added  to  section  14 
of  the  Securities  Exchange  Act  of  1934. 

Subsection  (d)(1)  requires  the  filing  of  a  statement  by  any  person 
who  makes  a  tender  offer  for  any  class  of  securities  registered  under 
section  12  of  the  act  or  any  equity  security  issued  by  a  registered 
closed-end  investment  company,  if,  after  consummation  of  the  offers, 
he  would  be  the  beneficial  owner  of  more  than  10  percent  of  the  class. 
The  statement  would  be  filed  with  the  Securities  and  Exchange  Com¬ 
mission,  and  a  copy  sent  to  the  issuer,  at  the  time  that  the  tender  offer 
is  first  made  public.  The  statement  would  contain  such  of  the  informa¬ 
tion  prescribed  in  section  13(d)(1)  and  such  additional  information  as 
the  Securities  and  Exchange  Commission  might  require  as  necessary 
or  appropriate  in  the  public  interest  or  for  the  protection  of  investors. 
All  advertisements  and  written  material  used  in  connection  with  the 
solicitation  would  have  to  be  filed  as  part  of  the  statement  and  contain 
such  of  the  information  included  in  the  statement  as  the  Securities 
and  Exchange  Commission  may  prescribe.  Copies  of  additional  solici¬ 
ting  material  would  have  to  be  filed  not  later  than  the  time  the  material 
was  made  public  and  contain  such  information  as  the  Securities  and 
Exchange  Commission  may  prescribe. 

Sections  14(d)(2)  and  14(d)(3)  with  respect  to  the  terms  “person” 
and  “class”  of  any  security  are  identical  to  the  provisions  of  sections 
13(d)(3)  and  13(d)  (4). 

Section  14(d)(4)  authorizes  the  Securities  and  Exchange  Commis¬ 
sion  to  adopt  rules  and  regulations  with  respect  to  solicitations  or  rec¬ 
ommendations  to  accept  or  reject  tender  offers  or  requests  or  invita¬ 
tions  for  tenders.  Under  this  provision  the  Securities  and  Exchange 
Commission  could  specify  the  information  to  be  included  in  any  rec¬ 
ommendation  by  management  or  others  in  favor  of  or  in  opposition 
to  a  tender  offer  and  could  regulate  the  solicitation  of  investors  by 
brokers  and  dealers  who  are  often  compensated  for  shares  tendered  as 
a  result  of  their  activities.  It  would  also  enable  the  Securities  and  Ex¬ 
change  Commission  to  regulate  the  activities  of  persons  who  make 
competing  tender  offers  or  seek  to  influence  the  investor’s  decision  on  a 
tender  offer. 

Section  14(d)(5)  provides  that  persons  who  have  tendered  shares  be 
allowed  to  withdraw  them  at  any  time  within  7  days  after  the  tender 
offer  is  made  or  at  any  time  after  60  days  from  the  date  of  the  original 
offer,  unless  the  Securities  and  Exchange  Commission  prescribes  other¬ 
wise.  This  subsection  would  give  shareholders  who  tender  their  shares 
immediately  after  the  offer  is  made  a  short  period  within  which  to 
reconsider.  At  the  other  end  of  the  spectrum,  it  would  prevent  tendered 
securities  from  being  tied  up  indefinitely  awaiting  a  decision  by  the 
person  making  the  offer  as  to  whether  or  not  he  will  purchase  them. 
The  Securities  and  Exchange  Commission  would  be  authorized  to  vary 
the  duration  of  either  withdrawal  period  to  provide  for  special  situa¬ 
tions.  For  example,  the  circulation  of  correcting  material  might  in 
some  instances  be  required  and  shareholders  might  need  more  than  the 
initial  7-day  period  to  assess  the  corrected  information.  In  other 
instances,  consummation  of  the  tender  offer  might  require  the  approval 
of  a  regulatory  authority  before  the  shares  could  be  accepted  and  such 
approval  might  not  be  obtainable  within  60  days  from  the  commence¬ 
ment  of  the  tender  offer. 
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Section  14(d)(6)  provides  that  where  a  greater  number  of  securities 
are  deposited  within  the  first  10  days  after  a  tender  offer  is  made 
public  then  the  person  making  that  tender  offer  is  bound  or  willing  to 
take  up,  the  securities  deposited  must  be  taken  up  pro  rata  according 
to  the  number  of  securities  deposited  by  each  depositor.  If  the  person 
making  the  tender  offer  increases  the  consideration,  a  new  10-day  pro 
rata  period  would  be  required  allowing  all  shareholders  a  fair  op¬ 
portunity  to  participate  in  the  offer.  In  the  event  that  the  consideration 
is  increased,  all  shares  deposited  before  the  increase  would  be  required 
to  be  taken  up  before  any  shares  deposited  thereafter,  unless  all  shares 
deposited  pursuant  to  the  tender  offer  were  taken  up  on  a  pro  rata 
basis. 

Section  14(d)(7)  provides  that  where  a  person  making  a  tender 
offer  increases  the  consideration  offered  to  shareholders  before  the 
expiration  of  the  tender  offer,  he  must  pay  the  increased  considera¬ 
tion  to  those  who  tendered  their  securities  prior  to  the  increase  in  the 
price,  whether  or  not  he  had  taken  up  any  of  the  securities  before 
the  increase  in  consideration  was  announced.  The  purpose  of  this  pro¬ 
vision  is  to  assure  fair  treatment  of  those  persons  who  tender  their 
shares  at  the  beginning  of  the  tender  period,  and  to  assure  equality 
of  treatment  among  all  shareholders  who  tender  their  shares. 

Section  14(d)(8)  exempts  from  section  14(d)  any  offer  made  by 
means  of  a  registration  statement  under  the  Securities  Act  of  1933, 
or  made  by  the  issuer  of  the  security,  or  which  the  Securities  and 
Exchange  Commission  exempts  by  rules  or  regulations  or  by  order 
as  not  entered  into  for  the  purpose  of,  and  not  having  the  effect  of 
changing  or  influencing  the  control  of  the  issuer  or  otherwise  as  not 
comprehended  within  the  purposes  of  section  14(d).  In  addition,  the 
offer,  request,  or  invitation  would  be  exempt  from  section  14(d)  if  the 
shares  to  be  taken  up,  together  with  all  other  shares  of  the  same  class 
acquired  by  the  same  person  during  the  preceding  12  months,  would 
not  exceed  2  percent  of  that  class. 

Subsection  (e) — Fraudulent  transactions. — Subsection  (e)  prohibits 
any  misstatement  or  omission  of  a  material  fact,  or  any  fraudulent  or 
manipulative  acts  or  practices,  in  connection  with  any  tender  offer, 
whether  for  cash,  securities  or  other  consideration,  or  in  connection 
with  any  solicitation  of  security  holders  in  opposition  to  or  in  favor  of 
of  any  tender  offer.  This  provision  would  affirm  the  fact  that  persons 
engaged  in  making  or  opposing  tender  offers  or  otherwise  seeking  to 
influence  the  decision  of  investors  or  the  outcome  of  the  tender  offer 
are  under  an  obligation  to  make  full  disclosure  of  material  information 
to  those  with  whom  they  deal. 

Subsection  (/) — Changes  in  boards  of  directors. — Subsection  (f)  pro¬ 
vides  that  if  any  persons  are  to  be  elected  directors  of  the  issuer  with¬ 
out  a  vote  of  the  shareholders,  pursuant  to  any  arrangement  with 
persons  acquiring  securities  in  a  transaction  subject  to  proposed  sec¬ 
tions  13(d)  or  14(d),  and  the  persons  so  designated  would  constitute  a 
majority  of  the  board  of  directors,  the  issuer  must  file  with  the  Securi¬ 
ties  and  Exchange  Commission  and  transmit  to  all  shareholders 
information  substantially  equivalent  to  the  information  which  would 
be  required  by  sections  14(a)  or  14(c)  of  the  Securities  Exchange  Act,  if 
such  persons  were  to  be  elected  directors  at  a  meeting  of  shareholders. 
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EFFECT  OF  INSTITUTIONAL  INVESTORS  ON  THE 

SECURITIES  MARKETS 

[S.J.  Res.  160] 

[Public  Law  90-438,  approved  July  29,  1968] 

To  fmend  the  Securities  Exchange  Act  of  1934  to  authorize  an  investigation  of 
the  eil'ect  on  the  securities  markets  of  the  operation  of  institutional  investors 

History  of  Legislation 

Senate  Joint  Resolution  160  was  introduced  by  Senator  Sparkman 
on  April  18,  1968.  Hearings  were  held  by  the  Senate  Banking  and 
Currency  Committee  on  May  16,  1968.  The  resolution  was  reported  to 
the  Senate  by  Senator  Sparkman  with  an  amendment  on  June  17,  1968 
(S.  Rept.  1237).  The  resolution  passed  the  Senate  on  June  18,  1968. 

A  hearing  was  held  on  similar  legislation  by  the  House  Committee 
on  Interstate  and  Foreign  Commerce  on  June  21,  1968.  House  Joint 
Resolution  946,  a  similar  resolution,  was  reported  with  an  amendment 
on  July  10,  1968,  by  the  House  Committee  on  Interstate  and  Foreign 
Commerce  (H.  Rept.  1665).  H.J.  Res.  946  was  passed  by  the  House 
on  July  15,  1968.  S.J.  Res.  160  with  the  amendments  made  by  the 
House  was  then  passed  in  lieu  of  the  House  resolution.  On  July  17, 
1968,  the  Senate  concurred  in  the  amendments  made  by  the  House  to 
S.J.  Res.  160.  The  resolution  was  signed  by  the  President  on  July  29, 
1968,  becoming  Public  Law  90-438. 

Digest  of  Statute 

Public  Law  96-438  authorizes  and  directs  the  Securities  and 
Exchange  Commission  to  study  the  purchase,  sale,  and  holdings  of 
securities  by  all  institutional  investors  in  order  to  determine  the  effects 
of  such  transactions  upon  the  maintenance  of  orderly  securities 
markets.  The  Commission  also  is  to  study  what  effects  these  trans¬ 
actions  have  upon  the  interests  of  issuers  of  securities,  upon  the  inter¬ 
ests  of  the  public,  and  what  effect  the  economic  concentration  of  these 
holdings  may  have  upon  our  economy  in  general. 

This  resolution  grants  to  the  Commission,  for  the  purposes  of  this 
study,  the  full  range  of  investigative  and  subpena  powers  which  it 
presently  has  under  section  21  of  the  Securities  Exchange  Act  of 
1934,  so  that  all  necessary  information  may  be  obtained.  As  in  prior 
studies,  conducted  by  the  Commission  the  authorization  to  appoint 
necessary  personnel  outside  of  the  general  restrictions  of  the  civil 
service  laws  has  been  granted.  The  Commission  also  is  to  consult 
with  representatives  of  various  classes  of  institutional  investors, 
members  of  the  securities  industry,  representatives  of  other  Govern¬ 
ment  agencies  and  other  interested  persons,  so  that  all  points  of  view 
and  relevant  information  may  be  obtained  and  evaluated.  An  advisory 
committee  consisting  of  representatives  of  these  groups  is  to  be  estab¬ 
lished  for  the  purpose  of  advising  and  consulting  with  the  Commission 
on  a  regular  basis  concerning  all  matters  pertinent  to  the  study. 

Public  Law  90-438  directs  the  Commission  to  report  the  results  of 
its  study  to  the  Congress  on  or  before  September  1,  1969,  and  author¬ 
izes  an  appropriation  of  $875,000. 
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EXTENSION  OF  MARGIN  REQUIREMENTS  TO  OVER-THE- 

COUNTER  SECURITIES 

[S.  1299] 

[Public  Law  90-437,  approved  July  29,  1968] 

To  amend  the  Securities  Exchange  Act  of  1934  to  permit  regulation  of  the  amount 
of  credit  that  may  be  extended  and  maintained  with  respect  to  securities  that 
are  not  registered  on  a  national  securities  exchange 

History  of  Legislation 

S.  1299  was  introduced  by  Senator  Sparkman  on  March  15,  1967. 
Hearings  were  held  by  the  Senate  Banking  and  Currency  Committee 
on  May  16,  1968.  The  bill  was  reported  to  the  Senate  by  Senator 
Williams  of  New  Jersey  with  amendments  on  June  18,  1968  (S.  Rept. 
1264).  The  bill  passed  the  Senate  on  June  19,  1968. 

A  hearing  was  held  on  similar  legislation  by  the  House  Committee 
on  Interstate  and  Foreign  Commerce  on  June  21,  1968.  H.R.  7696,  a 
similar  bill,  was  reported  by  the  House  Committee  on  Interstate  and 
Foreign  Commerce  on  July  10,  1968  (H.  Rept.  1663).  H.R.  7696  was 
passed  by  the  House  on  July  15,  1968.  S.  1299  with  amendments  made 
by  the  House  was  then  passed  in  lieu  of  the  House  bill.  On  July  17, 
1968,  the  Senate  concurred  in  the  amendments  made  by  the  House 
to  S.  1299.  The  bill  was  signed  by  the  President  on  July  29,  1968, 
becoming  Public  Law  90-437. 

Digest  of  Statute 

Public  Law  90-437  amends  section  7  of  the  Securities  Exchange 
Act  of  1934  so  as  to  extend  margin  requirements  to  over-the-counter 
securities. 

This  legislation  permits  the  Board  to  issue  regulations  extending 
margin  requirements  to  those  OTC  securities  which  are  actively  traded 
and  where  there  is  sufficient  market  liquidity.  For  these  actively 
traded  OTC  securities,  the  effect  of  this  proposed  legislation  would  be 
to  enable  brokers  and  dealers  to  extend  credit  subject  to  the  Board’s 
margin  requirements  (whereas  now  they  are  prohibited  from  extending 
credit  at  all)  and  to  limit  the  amount  of  credit  that  banks  may  extend 
on  such  securities  (because  the  margin  requirements  would  at  the  same 
time  be  applied  to  loans  by  banks).  There  are,  however,  a  large  number 
of  OTC  securities  which  do  not  meet  these  criteria.  Thislegislation 
does  not,  in  any  way,  change  current  law  respecting  these  securities. 


INVESTMENT  COMPANY  AMENDMENTS  ACT 

[S.  3724] 

To  amend  the  Investment  Company  Act  of  1940,  as  amended,  and  the  Investment 
Advisers  Act  of  1940,  as  amended,  to  define  the  equitable  standards  governing 
relationships  between  investment  companies  and  their  investment  advisers  and 
principal  underwriters,  and  for  other  purposes 

History  of  Legislation 

S.  1659,  the  predecessor  bill  to  S.  3724,  was  introduced  by  Senator 
Sparkman  on  May  1,  1967.  Hearings  were  held  by  the  Senate  Banking 
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and  Currency  Committee  on  July  31,  August  1,  2,  3  4,  14,  15,  and 
November  16,  1967.  A  clean  bill,  S.  3724,  was  reported  to  the  Senate 
by  Senator  Sparkman  bn  July  1,  1968  (S.  Kept  1351).  The  bill  passed 
the  Senate  on  July  26,  1968.  No  further  action  was  taken  on  the  bill. 

Digest  of  Bill 

Part  A — Costs  of  Mutual  Fund  Investment 

SECTION  8,  ADDING  NEW  SECTIONS  15  (a),  (c),  AND  (d)  TO  THE  ACT — 

STANDARD  OF  REASONABLENESS  FOR  MANAGEMENT  COMPENSATION 

This  section  provides  a  method  through  which  a  judicial  determina¬ 
tion  can  be  made  as  to  whether  a  particular  fee  is  reasonable.  While 
the  ultimate  finding  as  to  whether  a  fee  is  reasonable  is  for  the  court, 
a  determination  by  the  board  of  directors  or  the  shareholders  is  not 
to  be  ignored.  This  section  specifically  provides  that  a  determinat  on 
by  the  directors  is  to  be  given  “substantial  weight.”  Shareholder  ap¬ 
proval  is  also  to  be  given  such  weight  as  is  deemed  appropriate  in 
the  circumstances  of  a  particular  case.  Compensation  is  to  be  presumed 
reasonable  if  it  is  ratified  by  the  affirmative  vote  of  a  majority  of  the 
fund’s  outstanding  voting  securities  and  by  a  vote  of  a  majority  of  the 
fund’s  uninterested  directors.  Such  presumption  may,  however,  be 
rebutted  by  a  preponderance  of  the  evidence. 

These  provisions  stress  the  fact  that  the  section  is  not  designed  to 
ignore  concepts  developed  by  the  courts  as  to  the  authority  and 
responsibility  of  directors  in  managing  and  controlling  the  everyday 
affairs  of  a  corporation.  The  section  is  designed,  however,  to  strengthen 
the  ability  of  the  unaffiliated  directors  to  deal  with  management 
compensation,  which  raises  serious  conflict-of-interest  problems,  and 
to  provide  a  method  through  which  the  Federal  Courts  can  effectively 
enforce  the  statutory  provision  that  management  compensation  be 
reasonable.  The  section  is  in  no  way  intended  to  shift  the  responsibility 
for  managing  a  corporate  enterprise  from  the  directors  of  a  corporation 
to  the  judiciary. 

Existing  law  places  on  the  directors  of  a  fund  the  responsibility  for 
approving  investment  advisory  contracts,  and  in  any  action  a  deter¬ 
mination  by  the  directors  that  compensation  is  reasonable  shall  be 
given  substantial  weight.  These  requirements  are  implemented  by  the 
amendments  to  sections  15  (a)  and  (c)  of  the  act  requiring  that  the  in¬ 
vestment  advisory  contract  separately  describe  compensation  for 
investment  advisory  service  and  for  other  services.  It  also  requires 
that  the  directors  be  provided  with  information  necessary  to  enable 
them  to  determine  the  reasonableness  of  the  compensation  paid  to  the 
investment  adviser. 

This  section  places  the  burden  on  the  Commission,  and  on  any  other 
plaintiff,  of  proving  to  the  satisfaction  of  a  court  that  any  fee  chal¬ 
lenged  is  in  fact  unreasonable.  The  court  may  order  a  reduction  in  the 
rate  of  compensation  in  any  case  in  which  it  finds  that  the  compensa¬ 
tion  is  unreasonable,  but  it  may  not  order  the  recovery  of  any  com¬ 
pensation  paid  or  accrued  prior  to  the  date  on  which  the  action  was 
instituted  or  the  date  of  termination  or  renewal  of  the  management 
contract  if  it  finds  that  the  directors  of  the  fund  determined  in  the 
exercise  of  due  care  that  such  compensation  was  reasonable. 
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A  judgment  under  this  provision  may  be  obtained  only  against  the 
person  who  received  the  compensation,  and  recovery  of  past  compen¬ 
sation  is  limited  to  the  unreasonable  portion  of  compensation  paid  or 
accrued  within  1  year  prior  to  the  date  the  action  was  instituted,  plus 
interest. 

This  section  also  provides  that  shareholder  suits  to  enforce  the 
standard  of  reasonableness  may  be  brought  only  if  the  Commission 
has  refused  or  failed  to  bring  such  suit  within  6  months  after  a  request 
by  a  shareholder. 

SECTION  12,  AMENDING  SECTION  22 — SALES  CHARGES 

This  proposed  section  provides  that  a  registered  securities  associa¬ 
tion  may  by  rule  prohibit  its  members  from  offering  redeemable 
securities  at  a  price  which  includes  an  “excessive”  sales  load  and  that 
the  Commission  may  by  its  rules  alter  or  supplement  the  rules  of  such 
association  in  the  manner  provided  for  by  section  15A(k)(2)  of 
the  Securities  Exchange  Act.  An  underwriter  of  these  type  securities 
who  is  not  a  member  of  an  association  may  elect  to  be  governed  either 
by  the  rules  of  an  association  or  by  rules  prescribed  by  the  Commis¬ 
sion  with  respect  to  excessive  sales  loads. 

The  association  and  the  Commission,  in  formulating  rules  as  to 
excessive  sales  loads,  “shall  allow  for  reasonable  compensation  for 
sales  personnel,  broker-dealers,  and  underwriters,  and  for  reasonable 
sales  loads  to  investors.”  This  does  not  mean  that  such  rules  must 
preserve  the  current  level  of  profitability  of  every  salesman,  broker- 
dealer,  or  underwriter  in  the  business,  irrespective  of  efficiency.  It 
does  mean,  however,  that  consideration  must  be  given  to  the  nature 
and  quantity  of  services  necessary  to  effect  the  proper  distribution  of 
fund  shares  to  the  public. 

The  provision  for  “reasonable  loads  to  investors”  is  intended  to 
assure  that  the  sales  loads  fixed  by  the  principal  underwriters  (which 
continue  to  be  protected  against  price  competition  by  section  22(d) 
of  the  act)  will  be  established  at  levels  which  recognize  the  interests 
of  investors.  These  provisions  also  contemplate  that,  if  warranted, 
the  rules  might  include  provisions  for  higher  sales  loads  in  situations 
where  relatively  more  selling  effort  is  required.  They  will  also  permit 
flexible  treatment  of  the  problem  of  sales  loads  on  automatic  invest¬ 
ment  of  dividends,  which  involve  little  or  no  new  selling  effort. 

It  is  contemplated  that  the  adoption  of  rules  defining  and  prohibiting 
excessive  sales  loads  will  be  based  on  a  prompt  study  by  the  National 
Association  of  Securities  Dealers,  Inc.,  of  all  relevant  factors.  For  this 
reason,  the  authority  of  the  Commission  to  alter  or  supplement  the 
rules  of  a  securities  association  commences  18  months  after  the  effec¬ 
tive  date  of  the  act. 

The  provisions  of  this  proposed  section  shall  prevail  over  any  con¬ 
flicting  provision  of  Federal  law.  This  provision,  which  is  identical  to 
section  15A(n)  of  the  Securities  Exchange  Act,  is  designed  to  make  it 
clear  that  no  other  provision  of  Federal  law,  including  the  antitrust 
laws,  prevents  a  registered  securities  association  from  adopting  rules 
consistent  with,  and  necessary  to  effectuate,  the  purposes  and  pro¬ 
visions  of  this  section. 
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SECTION  16,  AMENDING  SECTION  27 - PERIODIC  PAYMENT  PLANS 

This  proposed  section  provides  that  not  more  than  20  per  centum 
of  any  1  year’s  payments  may  be  deducted  for  sales  load,  and  the 
entire  deduction  during  the  first  4  years  may  not  exceed  64  per 
centum.  This  change  would  permit  the  seller  of  a  plan  to  continue 
to  collect  approximately  the  same  amount  of  sales  load  over  the  first 
3  or  4  years  (at  the  seller’s  election)  as  he  does  under  present  law. 
However,  the  load  would  be  spread  out  more  evenly  over  that  period. 
For  example,  instead  of  the  present  situation  in  which  typical  de¬ 
ductions  might  be  50  per  centum  in  the  first  year  and  4.5  per  centum 
in  each  of  the  next  3  years  (averaging  15.9  per  centum)  a  seller  would 
be  permitted  to  deduct  16  per  centum  over  the  entire  4-year  period 
or  20  per  centum  in  each  of  the  first  3  years  and  4  per  centum  in  the 
fourth  year  (in  each  case  averaging  16  per  centum). 

Under  the  bill,  it  would  not  be  necessary  that  the  same  sales  load 
be  imposed  during  each  of  the  first  4  years  of  the  plan,  but  the  sales 
load  deductions  from  all  of  the  monthly  payments  within  any  one  of 
those  years  would  have  to  be  uniform,  as  would  the  sales  load  on  all 
payments  after  the  48th  monthly  payment.  This  provision  which 
corresponds  to  a  provision  found  in  present  law,  is  designed  to  dis¬ 
courage  unduly  complicated  sales  load  schedules  which  investors 
might  have  difficulty  in  understanding. 

This  proposed  section  does  not  change  the  provision  of  present  law 
which  limits  the  sales  load  on  the  entire  plan  to  9  per  centum  of  the 
total  payments  to  be  made. 

This  section  would  also  provide  that  the  sales  load  on  the  excess 
paid  by  an  investor  in  any  month  over  the  minimum  monthly  pay¬ 
ment  called  for  by  the  plan  may  not  exceed  the  sales  load  applicable 
to  payments  subsequent  to  the  first  48  monthly  payments  under 
the  plan.  For  example,  if  an  investor  bought  a  10-year  $50-a-month 
plan  with  a  sales  load  of  16  per  centum  on  the  first  48  monthly  pay¬ 
ments  and  4  per  centum  on  subsequent  payments,  and  made  an 
initial  payment  of  $600,  the  sales  load  would  be  $30,  obtained  by 
adding  $8,  or  16  per  centum  of  the  first  $50,  to  $22,  or  4  per  centum 
of  the  remaining  $550.  Of  course,  plan  sellers  are  not  required  to 
accept  prepayments. 

This  provision  is  not  intended  to  apply  to  normal  and  minor  vari¬ 
ations,  such  as  payment  on  a  quarterly,  rather  than  monthly,  basis, 
or  the  payment  of  arrears  by  an  investor  who  is  delinquent  in  his 
scheduled  payments. 

Section  16(b)  of  this  bill  would  repeal  subsection  (b)  of  section  27 
of  the  Investment  Company  Act.  That  subsection  authorizes  the  Com¬ 
mission  to  “relax”  the  requirements  of  section  27(a)  for  “smaller 
companies — subjected  to  higher  operating  costs.”  Applications  for 
relief  under  this  subsection  have  been  extremely  rare,  and  the  Com¬ 
mission  has  never  granted  any  of  them.  Many  years  have  elapsed 
since  the  last  such  application  was  made.  Since  there  is  no  evidence 
that  the  operating  costs  of  the  smaller  contractual  plan  sponsors  are 
any  higher  than  those  of  their  larger  competitors,  it  is  hard  to  see 
how  the  Commission  could  ever  properly  grant  a  27(b)  application 
for  permission  to  charge  higher  loads.  If  in  an  unusual  case  such  an 
application  were  to  be  supported  by  a  substantial  showing  of  merit, 
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the  Commission  may  still  grant  such  application  by  exercising  its 
general  exemptive  authority  under  section  6(c)  of  the  act.  Section 
27(b)  is  therefore  surplusage  and  is  deleted. 

SECTION  17,  AMENDING  SECTION  28  OF  THE  ACT — FACE-AMOUNT 

CERTIFICATES 

Section  17  of  the  bill  would  add  a  new  subsection  (i)  to  section  28 
under  which: 

(1)  The  existing  provisions  of  section  28  will  continue  to  apply  in 
all  respects  to  all  face-amount  certificates  issued  prior  to  the  sub¬ 
section’s  effective  date  as  well  as  to  new  certificates  issued  pursuant 
to  the  terms  of  such  outstanding  certificates. 

(2)  With  respect  to  certificates  issued  after  the  effective  date  of  the 
subsection — 

(а)  The  reserve  payment  or  payments  for  the  first  3  certificate 
years  must  amount  to  at  least  80  percent  of  the  required  gross 
annual  payment  for  those  years,,  instead  of  the  present  50  percent 
in  the  first  year,  with  93  percent  in  the  second  to  the  fifth  years, 
inclusive. 

(б)  The  reserve  payment  or  payments  for  the  fourth  certificate 
year  must  amount  to  at  least  90  percent  of  the  gross  annual 
payment  required  in  the  fourth  year. 

(c)  The  reserve  payment  or  payments  for  the  fifth  certificate 
year  must  amount  to  at  least  93  percent  of  the  gross  annual 
payment  required  in  this  year. 

(d)  Reserve  payments  for  years  subsequent  to  the  fifth  cer¬ 
tificate  year  must  amount  to  at  least  96  percent  of  the  required 
gross  annual  payments. 

This  new  section  28 (i)  would  substantially  conform  the  law  relating 
to  face-amount  certificates  to  that  which  the  amendments  to  section 
27  apply  to  contractual  plans.  The  existing  limit  on  the  total  charge 
paid  by  a  completing  certificate  holder  remains  unchanged. 

SECTION  6,  AMENDING  SECTION  11(b)(2) - DELETION  OF  SALES  CHARGE 

IN  EXCHANGE  OF  SERIES  SHARES 

Section  6  would  delete  from  the  Investment  Company  Act  section 
11(b)(2)  which  permits  series  companies  or  their  principal  under¬ 
writers  to  charge  an  additional  sales  load  when  shareholders  in  one 
series  exchange  their  shares  for  shares  in  another  series.  Section  11(a) 
of  the  act  specifically  prevents  the  imposition  of  sales  charges  when 
shareholders  are  induced  to  exchange  then*  certificates  for  new  cer¬ 
tificates  in  the  same  or  another  investment  company. 

Part  B — Banks  and  Insurance  Companies 

SECTION  2(4),  ADDING  NEW  SUBSECTION  2(a)  (37) - DEFINITION  OF 

SEPARATE  ACCOUNT 

Section  2(4)  of  the  bill  would  add  to  the  Investment  Company  Act  a 
new  subsection  2(a)  (37)  which  defines  the  term  “separate  account” 
established  and  maintained  by  an  insurance  company.  The  purpose 
of  adding  this  new  subsection  is  to  provide  a  definitional  base  for  the 
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exclusion  from  the  act  of  certain  separate  accounts  provided  for  in 
section  3(b)(6)  of  the  bill. 

The  definition  in  the  new  subsection  is  based  on  the  definition  in 
Commission  rule  3c-3  promulgated  under  the  act  which,  in  turn,  is 
based  on  the  definitions  in  separate  account  legislation  of  certain 
States,  including  New  York.  The  definition  expressly  includes  sepa¬ 
rate  accounts  established  and  maintained  pursuant  to  the  laws  of 
Canada  or  any  Province  thereof,  but  includes  such  separate  accounts 
of  Canadian  insurance  companies  only  if  such  companies  are  subject  to 
supervision  by  State  insurance  officials  as  provided  in  section  2(a)  (17) 
of  the  act. 

SECTION  3(b)(6),  AMENDING  REDESIGNATED  SECTION  3(C)  (11) - EXCLU¬ 

SIONS  FOR  CERTAIN  BANK  COLLECTIVE  TRUST  FUNDS  AND  INSURANCE 

COMPANY  SEPARATE  ACCOUNTS 

Sect:on  3(b)(6)  of  the  bill  would  expand  a  present  exclusion  from 
the  definition  of  “  investment  company”  in  section  3(c)  (13),  redesig¬ 
nated  section  3(c)  (11),  of  the  Investment  Company  Act  to  cover 
certain  bank  collective  trust  funds  and  certain  insurance  company 
separate  accounts  funding  pension  or  profit-sharing  plans  which  meet 
the  requirements  of  section  401(a)  of  the  Internal  Revenue  Code.  As 
a  purely  technical  matter  the  amendment  would  also  delete  the 
reference  to  section  165  of  the  code  and  substitute  a  reference  to 
section  401(a)  of  the  code  which  replaced  it. 

The  amendment  in  section  3(b)(6)  of  the  bill  would  codify  the  Com¬ 
mission’s  current  basic  position  that  bank  collective  trust  funds, 
which  consist  solely  of  assets  of  employees’  plans  and  which  meet 
the  conditions  of  section  401(a)  of  the  code,  are  entitled  to  the  exclu¬ 
sion  which  the  act  presently  provides  for  “[a]ny  employees’  stock 
bonus,  pension,  or  profit-sharing  trust  which  meets  the  conditions  of 
section  165  [now,  401(a)]  of  the  Internal  Revenue  Code,  as  amended.” 

The  amendment  would  exclude  only  those  bank  collective  trust 
funds  which  are  maintained  solely  for  the  funding  of  employees’ 
stock  bonus,  pension  or  profit-sharing  plans  including  so-called  H.R. 
10  plans,  and  which  are  not  used  as  a  vehicle  for  direct  investment 
by  individual  members  of  the  public.  For  example,  the  amendment 
would  not  exclude  a  bank  collective  fund  maintained  for  the  collective, 
investment  and  reinvestment  of  assets  c  on tr  buted'  thereto  by  such 
bank  in  its  capacity  as  managing  agent. 

The  amendment  in  section  3(b)(6)  of  the  bill  would  also  exclude 
from  the  definition  of  “  investment  company”  under  the  act  certain 
insurance  company  separate  accounts,  as  defined  in  section  2(4) 
of  the  bill.  The  purpose  of  this  amendment  is  to  give  life  insurance 
companies  the  same  treatment  with  respect  to  employees’  pensions  and 
profit-sharing  plans,  which  meet  the  requirements  of  section  401(a) 
of  the  code  as  is  provided  for  banks. 

SECTION  5(d)  AMENDING  SECTION  10(d) — CERTAIN  EXEMPTIONS  FOR 
BANK  COLLECTIVE  FUNDS  FOR  MANAGING  AGENCY  ACTS 

Section  5(d)  of  the  bill  would  amend  section  10(d)  of  the  Investment 
Company  Act  to  exempt  bank  collective  funds  for  managing  agency 
accounts  from  the  provisions  of  sections  (10a),  10(b)(2),  10(b)(3),  and 
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10(c)  of  the  act  and  would  permit  a  collective  fund  for  managing 
agency  accounts,  maintained  by  a  bank,  to  have  only  one  director  who 
is  not  an  interested  person  of  the  bank.  It  extends  to  such  collective 
funds,  which  would  be  required  by  section  12(d)  of  the  bill  to  operate 
on  a  no-load  basis,  the  same  treatment  accorded  by  section  10(d)  of 
the  act  to  no-load  funds  managed  by  investment  advisers  who  are 
principally  engaged  in  the  investment  supervisory  business.  The 
amendment  would  also  exempt  such  funds  from  section  10(a)  of  the 
act,  which  requires  that  40  percent  of  those  persons  performing  the 
functions  of  directors  be  persons  who  are  not  officers  or  directors  of,  or 
otherwise  affiliated  with,  the  bank  managing  the  fund.  This  amendment 
would  also  exempt  such  funds  from  section  10(b)(3)  of  the  act,  which 
provides  that  at  least  a  majority  of  the  board  of  directors  of  an  invest¬ 
ment  company  shall  be  persons  who  are  not  affiliated  with  any  invest¬ 
ment  banker. 

Under  section  10(a)  of  the  Investment  Company  Act,  an  investment 
company  is  required  to  have  40  percent  of  its  board  of  directors  consist 
of  persons  who  are  unaffiliated  with  the  company’s  investment  adviser. 
Under  section  10(d),  however,  mutual  funds  which  operate  on  a  no- 
load  basis  and  meet  certain  other  conditions  are  permitted  to  have 
only  one  member  of  the  board  of  directors  who  is  unaffiliated  with  the 
investment  adviser.  Since  it  is  expected  that  bank  collective  funds  will 
be  operated  on  a  no-load  basis,  they  should  be  accorded  the  same  treat¬ 
ment  as  section  10(d)  provides  for  no-load  funds.  The  amendment, 
therefore,  permits  a  bank  collective  fund  for  managing  agency  accounts 
operated  on  a  no-load  basis  to  have  a  board  of  directors  which  includes 
only  one  director  who  is  not  an  interested  person  of  the  bank. 

SECTION  9(b),  AMENDING  SECTION  17(g) - CUSTODY  OF  ASSETS  OF  BANK 

COLLECTIVE  FUNDS  FOR  MANAGING  AGENCY  ACCOUNTS 

Section  9(b)  of  the  bill  would  amend  section  17(g)  of  the  Invest¬ 
ment  Company  Act  to  permit  an  officer  or  employee  of  a  bank  collec¬ 
tive  fund  for  managing  agency  accounts  to  have  access  to  assets  of  the 
fund  held  in  the  custody  of  the  bank  if  such  access  is  “solely  through 
position  as  an  officer  or  employee  of  a  bank.” 

SECTION  12(d),  ADDING  NEW  SUBSECTION  22(h) - PERMITTING  BANKS 

TO  ENGAGE  IN  CERTAIN  INVESTMENT  COMPANY  ACTIVITIES 

Section  12(d)  of  the  bill  would  add  a  new  subsection  22(h)  to  the 
act  to  make  it  clear  that  no  provision  of  law  prohibits  a  bank  from 
creating  or  operating  a  registered  investment  company  which  is  a 
collective  fund  for  the  investment  of  managing  agency  accounts  and 
for  funding  direct  investments  by  individual  members  of  the  public. 
Such  a  fund,  however,  would  be  required  to  issue  its  securities  at  no 
sales  load  and  must  comply  with  applicable  regulations  of  the  Comp¬ 
troller  of  the  Currency. 

This  section  would  also  allow  banks  to  participate  in  the  under¬ 
writing,  distribution,  and  sale  of  securities  issued  by  registered  invest¬ 
ment  companies  for  sale  through  such  banks  if  the  securities  are  sold 
at  a  price  which  does  not  include  a  sales  load.  At  present,  there  may 
be  some  doubt  as  to  whether  banks  may  engage  in  such  activities 
except  as  an  accommodation  to  their  customers.  This  section  is 
intended  to  remove  any  such  doubt. 
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SECTION  27(a)  ADDING  NEW  SUBSECTIONS  27(a)  (l3)  AND  (l4)  TO  THE 
SECURITIES  ACT - DEFINITIONS  OF  “INSURANCE  COMPANY,,  AND 

“separate  account” 

Section  27(a)  of  the  bill  would  add  to  the  Securities  Act  a  new 
subsection  27(a)  (13)  of  the  act  defining  the  term  “insurance  company’  ’ 
and  a  new  subsection  27(a)  (14)  of  the  act  defining  the  term  “separate 
account”  established  and  maintained  by  an  insurance  company.  The 
definition  of  the  term  “insurance  company”  is  substantially  the  same 
as  the  definition  of  the  term  in  section  2(a)  (17)  of  the  Investment 
Company  Act.  The  definition  of  the  term  “separate  account”  is 
substantially  the  same  as  the  definition  of  the  term  in  section  2(4) 
of  this  bill.  (The  description  of  section  2(4)  of  the  bill  discusses  the 
definition  of  the  term  “separate  account.”)  These  new  paragraphs 
are  added  to  the  Securities  Act  to  provide  a  definitional  base  for  the 
exemption  from  the  act  for  interests  or  participations  in  certain 
separate  accounts  provided  under  proposed  section  27(b)  of  the  bill. 

SECTION  27(d)  ADDING  NEW  SUBSECTION  25(b)  OF  THE  SECURITIES 
ACT - GRANT  OF  JURISDICTION  TO  FEDERAL  BANKING  AUTHORITIES 

Section  27(d)  of  the  bill  would  add  new  subsection  25(b)  to  the 
Securities  Act  to  grant  jurisdiction  to  the  Federal  banking  authorities 
over  interests  or  participations  in  collective  trust  funds  maintained 
by  banks  for  funding  plans  (known  as  H.R.  10  plans).  Such  collective 
trust  funds  must  meet  the  requirements  for  qualification  under  sec¬ 
tion  401  of  the  Internal  Revenue  Code  which  cover  employees,  some 
or  all  of  whom  are  employees  within  the  meaning  of  section  401(c)(1) 
of  the  code.  Section  27(b)  of  the  bill  would  exempt  from  the  registra¬ 
tion  requirements  of  the  act  interests  or  participations  with  respect 
to  corporate  plans  which  meet  the  requirements  for  qualification 
section  401  of  the  code,  but  not  interests  or  participations  with  respect 
to  H.R.  10  plans.  Rather  than  subject  such  interests  or  participations 
with  respect  to  H.R.  10  plans  to  the  jurisdiction  of  the  Commission, 
section  27(d)  of  the  bill  would  subject  them  to  the  jurisdiction  of  the 
banking  authorities. 

SECTION  28(a),  AMENDING  SECTION  3(a)(l2)  OF  THE  SECURITIES  EX¬ 
CHANGE  ACT - EXEMPTIONS  FOR  CERTAIN  BANK  COMMON  AND  COL¬ 

LECTIVE  TRUST  FUNDS  AND  INSURANCE  COMPANY  SEPARATE  ACCOUNTS 

Section  28(a)  of  the  bill  would  expand  the  definition  of  the  term 
“exempted  securities”  in  section  3(a)(12)  of  the  Securities  Exchange 
Act  to  include  interests  or  participations  in  certain  bank  common 
trust  funds,  certain  bank  collective  funds,  and  certain  insurance  com¬ 
pany  separate  accounts.  The  language  of  this  amendment  is  identical 
with  that  of  the  amendment  of  section  27(b)  in  this  regard,  and  the 
description  of  section  27(b)  of  the  bill  discusses  the  scope  of  the 
exemption  language.  As  with  other  securities  exempted  under  section 
3(a)(12)  of  the  act,  the  amendment  would  not  exempt  any  broker- 
dealer  dealing  in  such  interests  or  participations  from  liability  under 
the  antifraud  and  antimanipulative  provisions  of  section  15(c)  of  the 
act  and  would  not  exempt  any  person  purchasing  or  selling  such 
interests  or  participations  from  liability  under  section  10  of  the  act. 
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SECTION  28(b),  ADDING  NEW  SUBSECTION  3(a)  (19)  OF  THE  SECURITIES 

EXCHANGE  ACT - DEFINITION  OF  INVESTMENT  COMPANY,  AFFILIATED 

PERSON,  INSURANCE  COMPANY,  AND  SEPARATE  ACCOUNT 

Section  28(b)  of  the  bill  would  add  a  new  subsection  3(a)  (19)  to 
the  Securities  Exchange  Act  which  provides  that  the  terms  ain vest¬ 
ment  company,”  “affiliated  person,”  “insurance  company,”  and  “sep¬ 
arate  account”  have  the  same  meaning  as  in  the  Investment  Company 
Act.  (Section  2(4)  of  the  bill  would  add  the  definition  of  the  term 
“separate  account”  to  the  Investment  Company  Act,  and  the 
description  of  section  2(4)  of  the  bill  discusses  that  definition.) 

SECTION  28(c),  ADDING  NEW  SUBSECTION  12(g)(2)(H)  OF  THE  SECURITIES 

EXCHANGE  ACT - EXEMPTION  FOR  CERTAIN  BANK  COMMON  AND 

COLLECTIVE  TRUST  FUNDS  AND  INSURANCE  COMPANY  SEPARATE 
ACCOUNTS 

Section  28(c)  of  the  bill  would  add  new  subsection  12(g)(2)(H)  to 
the  Securities  Exchange  Act  to  exempt  from  the  registration  require¬ 
ments  of  section  12(g)  of  the  act  certain  bank  common  trust  funds, 
and  certain  bank  collective  trust  funds.  Certain  insurance  company 
separate  accounts  issuing  interests  or  participations  with  respect  to 
corporate  plans  which  meet  the  requirements  for  qualification  under 
section  401  of  the  Code,  including  plans  (known  as  “H.R.  10  plans”) 
which  cover  employees,  some  or  all  of  whom  are  employees  within 
the  meaning  of  section  401(c)(1)  of  the  Code  would  also  be  exempt 
under  this  proposed  section.  Bank  collective  trust  funds  issuing  inter¬ 
ests  or  participations  with  respect  to  “H.R.  10  plans”  would  be  made 
subject  to  the  jurisdiction  of  the  Federal  banking  authorities  under 
section  28(d)  of  the  bill.  Insurance  company  separate  accounts  issu¬ 
ing  interests  or  participations  with  respect  to  “H.R.  10  plans”  would 
be  required  to  register  such  interests  or  participations  with  the  Com¬ 
mission  as  required  in  the  Securities  Act  as  amended  by  section  27  (b) 
of  the  bill.  In  view  of  this  fact  and  in  view  of  the  fact  that  such 
separate  accounts  would  be  subject  to  the  reporting  requirements  of 
section  15(d)  of  the  Securities  Exchange  Act,  it  is  not  necessary  nor 
appropriate  to  require  these  separate  accounts  to  be  registered  under 
section  12(g)  of  the  Securities  Exchange  Act.  Registration  under  the 
Securities  Exchange  Act  would  have  subjected  these  separate  accounts 
to  the  proxy  requirements  and  insider  trading  provisions.  However, 
there  are  generally  no  voting  privileges  provided  for  in  connection 
with  such  interests  or  participations,  and  such  interests  or  participa¬ 
tions  are  not  traded  in  the  general  securities  market. 

SECTION  28(d),  AMENDING  SECTION  12 (i)  OF  THE  SECURITIES  EXCHANGE 
ACT - GRANT  OF  JURISDICTION  TO  FEDERAL  BANKING  AUTHORITIES 

Section  28(d)  of  the  bill  would  amend  section  12  (i)  of  the  Securities 
Exchange  Act  to  grant  jurisdiction  to  the  Federal  banking  authorities 
over  interests  or  participations  in  collective  trust  funds  maintained 
by  banks  for  funding  plans  (known  as  “H.R.  10  plans”)  which  meet 
the  requirements  for  qualification  under  section  401  of  the  Internal 
Revenue  Code  and  which  cover  employees,  some  or  all  of  whom  are 
employees  within  the  meaning  of  section  401(c)(1)  of  the  Code. 
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Section  28(c)  of  the  bill  would  exempt  from  the  registration  require¬ 
ments  of  section  12(g)  of  the  act  issuers  of  interests  or  participations 
with  respect  to  corporate  plans  which  meet  the  requirements  for 
qualification  under  section  401  of  the  Code,  but  not  of  interests  or 
participations  with  respect  to  “H.R.  10  plans.”  Rather  than  subject 
these  interests  or  participations  with  respect  to  “H.R.  10  plans”  to 
the  jurisdiction  of  the  Commission,  section  28(d)  of  the  bill  would 
subject  them  to  the  jurisdiction  of  the  banking  authorities.  This 
amendment  would  transfer  the  Commission’s  functions  with  respect 
to  such  interests  or  participations  under  sections  13  and  15(d)  of  the 
act  to  the  Federal  banking  authorities. 

SECTION  29(c),  AMENDING  SECTION  3(a)(5)  OF  THE  SECURITIES  ACT — 

UPDATING  EXEMPTIONS  FOR  SECURITIES  ISSUED  BY  SAVINGS  AND 

LOAN  ASSOCIATIONS 

Section  27  (c)  of  the  bill  would  amend  section  3  (a)  (5)  of  the  Securi¬ 
ties  Act  to  conform  the  exemption  from  registration  under  the  Securi¬ 
ties  Act  for  securities  issued  by  savings  and  loan  associations  and 
similar  institutions  with  the  exemptive  language  found  in  section 
12(g)  (2)  (C)  of  the  Securities  Exchange  Act.  Initial  issues  or  secondary 
distributions  of  securities  by  savings  and  loan  associations  have  always 
been  exempt  from  registration  under  the  Securities  Act  by  virtue  of 
section  3(a)  (5).  The  exemption  now  refers  to  savings  and  loans  “sub¬ 
stantially  all  the  business  of  which  is  confined  to  the  making  of  loans  to 
members.”  The  quoted  language  amounts  to  an  obsolete  definition 
applicable  to  savings  and  loan  associations  under  the  “old”  tax  defini¬ 
tion,  which  itself  was  changed  by  the  Revenue  Act  of  1962.  The 
amendment  is  designed  to  maintain  this  exemption,  but  to  update  it 
for  all  savings  and  loan  associations  which  are  “supervised  and  exa¬ 
mined  by  State  or  Federal  authority  having  supervision  over  any  such 
institution.”  The  reference  in  section  3(a)(5)  to  the  Revenue  Act  of 
1932  has  also  been  updated. 

SECTION  27(b),  AMENDING  SECTION  3(a)(2)  OF  THE  SECURITIES  ACT - 

EXEMPTION  FOR  CERTAIN  BANK  COMMON  AND  COLLECTIVE  TRUST 

FUNDS  AND  INSURANCE  COMPANY  SEPARATE  ACCOUNTS 

Section  27(b)  of  the  bill  would  amend  section  3(a)(2)  of  the  Se¬ 
curities  Act  to  exempt  from  the  registration  provisions  of  that  act 
interests  or  participations  in  certain  bank  common  trust  funds,  certain 
bank  collective  trust  funds,  and  certain  insurance  company  separate 
accounts.  As  with  other  securities  exempted  under  section  3  of  the  act, 
the  amendment  would  not  exempt  the  securities  from  the  antifraud 
provisions  of  section  17. 

The  proposed  amendment  would  exempt  from  the  registration  pro¬ 
visions  of  the  act  interests  and  participations  in  the  traditional  com¬ 
mon  trust  funds  maintained  by  banks  as  investment  vehicles  for  the 
assets  held  by  the  bank  in  a  bona  fide  fiduciary  capacity.  This  is 
identical  to  the  exemption  for  a  “common  trust  fund  or  similar  fund” 
in  section  3(c)(3)  of  the  Investment  Company  Act.  This  exemption  is 
limited  to  interests  or  participations  in  common  trust  funds  maintained 
by  a  bank  for  the  collective  investment  of  assets  held  by  it  in  a  bona 
fide  fiduciary  capacity  and  incident  to  a  bank’s  traditional  trust  de- 
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partment  activities;  it  would  not  exempt  interests  or  participations  in 
bank  funds  maintained  as  vehicles  for  direct  investment  by  individual 
members  of  the  public. 

The  amendment  would  also  exempt  from  the  registration  provisions 
of  the  act  interests  or  participations  in  collective  trust  funds  main¬ 
tained  by  banks  for  funding  certain  stock-bonus,  pension,  or  profit- 
sharing  plans  which  meet  the  requirements  for  qualification  under 
section  401(a)  of  the  Internal  Revenue  Code.  In  effect,  the  amendment 
would  exempt  interests  or  participations  in  connection  with  corporate 
pension  or  profit-sharing  plans  which  meet  the  requirements  for  qualifi¬ 
cation  under  section  401  (a)  of  the  Code,  but  not  interests  or  participa¬ 
tions  in  connection  with  such  plans  (known  as  “H.R.  10  plans”) 
which  cover  employees,  some  or  all  of  whom  are  employees  within  the 
meaning  of  section  401(c)(1)  of  the  Code.  The  exemption  is  limited  to 
interests  or  participations  in  those  bank  collective  trust  funds  main¬ 
tained  for  the  funding  of  employees’  stock  bonus,  pension,  or  profit- 
sharing  plans  and  not  as  vehicle  for  direct  investment  by  individual 
members  of  the  public. 

The  amendment  would  further  exempt  from  the  registration  pro¬ 
visions  of  the  act  interests  or  participations  in  separate  accounts 
maintained  by  insurance  companies  for  funding  certain  stock-bonus, 
pension,  or  profit-sharing  plans  which  meet  the  requirements  for  quali¬ 
fication  under  section  401  of  the  Code.  As  in  the  case  of  bank  collective 
trust  funds,  the  amendment,  in  effect,  would  exempt  interests  or 
participations  in  connection  with  corporate  plans  which  meet  the 
requirements  for  qualification  under  section  401  of  the  Code,  but  not 
interests  or  participations  in  connection  with  such  plans  (known  as 
“H.R.  10  plans”)  which  cover  employees  within  the  meaning  of  section 
401(c)(1)  of  the  Code  and  not  interests  or  participations  in  connection 
with  plans  which  meet  the  requirements  for  qualification  under  section 
403(b)  of  the  Code. 

The  amendment  does  not  exempt  interests  or  participations  issued 
by  either  bank  collective  trust  funds  or  insurance  company  separate 
accounts  in  connection  with  “H.R.  10  plans,”  because  of  their  fairly 
complex  nature  as  an  equity  investment  and  because  of  the  likelihood 
that  they  cou'd  be  sold  to  self-employed  persons,  unsophisticated  in  the 
securities  field.  However,  the  amendment  would  grant  the  Commission 
authority,  by  rule,  regulation,  or  order  to  exempt  such  interest  or 
participations  to  the  extent  that  the  Commission  shall  determine  this 
to  be  necessary  or  appropriate  in  the  public  interest. 

Part  C — Portfolio  Transactions 

SECTION  9(c),  ADDING  NEW  SECTION  17(j) - INSIDER  TRADING  IN 

INVESTMENT  COMPANY  PORTFOLIO  SECURITIES 

Section  9(c)  of  the  bill  would  add  a  new  subsection  (j)  to  amend 
section  17  of  the  act  which  would  prohibit  insider  trading  in  securities 
held  or  to  be  acquired  by  a  registered  investment  company,  in  con¬ 
travention  of  such  rules  and  regulations  as  the  Commission  may  adopt 
to  define  fraudulent,  deceptive,  and  manipulative  practices  and  to 
prescribe  means  reasonably  necessary  to  prevent  such  practices.  The 
section  also  would  provide  the  Commission  with  specific  authority 
to  adopt  rules  with  respect  to  minimum  standards  for  codes  of  ethics 
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governing  trading  by  insiders  of  investment  companies  and  with  the 
authority  to  prevent  such  practices. 

SECTION  11,  ADDING  NEW  SECTION  19(b) - DISTRIBUTIONS  OF  LONG¬ 

TERM  CAPITAL  GAINS 

Section  11  of  the  bill  would  amend  section  19  of  the  Investment 
Company  Act  by  adding  a  new  subsection  (b),  which  would  pro¬ 
hibit  registered  investment  companies  from  distributing  realized 
long-term  capital  gains  more  frequently  than  once  every  12  months 
except  as  the  Commission  may  permit  by  rule,  regulation,  or  order  in 
the  public  interest  and  for  the  protection  of  investors. 

Part  D — Fund  Holding  Companies 

SECTION  7,  AMENDING  SECTION  12(d)  (l) — 'PREVENTING  THE  CREATION 
AND  ENLARGEMENT  OF  FUNDHOLDING  COMPANIES 

Section  7  of  the  bill  would  amend  section  12(d)(1)  of  the  act  to 
limit  the  creation  and  operation  of  new  fundholding  companies  and 
the  further  enlargement  of  existing  companies  of  this  type. 

The  proposed  amendment  to  section  12(d)(1)  would  permit  invest¬ 
ment  company  securities  to  be  purchased  by  other  investment  com¬ 
panies  but  only  within  specified  limits  and  subject  to  the  detailed 
restrictions  spelled  out  in  the  section. 

Under  the  proposed  amendment  to  section  12(d)(1)  of  the  act, 
subparagraph  (A)  would  make  it  unlawful  for  a  registered  investment 
company  and  any  company  or  companies  controlled  by  such  registered 
investment  company  to  purchase  or  otherwise  acquire  securities 
issued  by  another  investment  company  if,  as  a  result  of  such  trans¬ 
action,  the  limitations  contained  in  that  subparagraph  would  be 
exceeded.  It  also  places  similar  limitations  on  acquisitions  of  securities 
of  registered  investment  companies  by  unregistered  companies. 

Subparagraph  (B)  would  make  it  unlawful  for  a  registered  open  end 
company,  its  principal  underwriter  or  any  broker-dealer  registered 
under  the  Securities  Exchange  Act  of  1934  to  sell  or  otherwise  dispose 
of  a  security  issued  by  a  registered  investment  company  to  any  other 
investment  company  if,  as  a  result  of  such  transaction  and  to  the 
kn™TUd?e  of  the  seller,  the  limitations  contained  in  that  subparagraph 
would  be  exceeded. 

Subparagraph  (C)  would  make  it  unlawful  for  an  investment  com¬ 
pany  to  purchase  or  otherwise  acquire  the  securities  of  a  registered 
closed-end  investment  company  if,  as  a  result  of  such  transaction, 
the  limitations  with  respect  to  ownership  of  voting  securities  contained 
in  that  subparagraph  would  be  exceeded.  The  stock  of  closed-end 
companies  is  usually  bought  and  sold  in  the  secondary  trading  markets 
rather  than  through  the  issuance  of  new  shares  as  in  the  case  of  open- 
end  companies.  Because  of  this  fact,  it  would  be  much  more  difficult 
for  a  buyer  or  a  seller  to  know  how  much  of  a  closed-end  company’s 
stock  was  owned  by  investment  companies  generally.  Therefore,  in 
this  case,  it  is  appropriate  to  have  the  prohibition  apply  to  the  buyer 
(rather  than  the  seller  as  in  the  case  of  open-end  companies)  and  to 
apply  the  10-percent  test  only  to  the  holdings  of  the  acquiring  com¬ 
pany,  other  investment  companies  with  the  same  investment  adviser, 
and  companies  controlled  by  such  investment  companies. 
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Subparagraph  (D)  would  retain  existing  exceptions  from  the 
prohibitions  against  the  transfer  of  investment  company  interests  to 
other  investment  companies  for  securities  received  because  of:  (a) 
dividends:  (6)  exchange  offers  that  have  been  approved  by  the  Com¬ 
mission  under  section  11  of  the  act:  and  (c)  plans  of  reorganization. 
None  of  these  three  items  involve  a  new  commitment  by  an  invest¬ 
ment  company.  The  first  item,  the  exception  for  dividends,  covers 
only  those  which  the  issuer  declares  in  terms  of  stock  and  not  in 
terms  of  money.  Dividends  and  capital  gain  distributions  declared  in 
terms  of  money,  which  the  recipient  may  elect  to  apply  to  the  purchase 
of  additional  shares,  are  not  within  this  exception. 

Subparagraph  (E)  would  continue  the  present  exception  for  acquisi¬ 
tions  of  interests  in  investment  companies  by  unit  trusts.  This  excep¬ 
tion  covers  contractual  plan  companies  which  invest  in  a  specific 
mutual  fund.  This  subparagraph  would  also  extend  the  exception  to 
a  security  pm-chased  by  an  investment  company,  the  depositor  of  or 
principal  underwriter  for  which  is  a  broker-dealer  registered  under  the 
Securities  Exchange  Act  of  1934  or  a  controlled  person  of  such  a 
broker-dealer  and  the  investment  portfolio  of  which  consists  only  of 
that  security.  In  the  case  of  a  pin-chase  or  acquisition  by  a  nonregis- 
tered  investment  company,  the  recommended  changes  also  would 
condition  the  availability  of  the  exemption  upon  the  existence  of  an 
agreement  with  the  registered  investment  company  or  its  principal 
underwriter  governing  (a)  the  voting  of  proxies  and  (6)  the  substitu¬ 
tion  of  other  securities  for  the  underlying  securities. 

Subparagraph  (F)  would  exempt  from  the  provisions  of  paragraph 
(1)  securities  purchased  or  otherwise  acquired  by  a  registered  invest¬ 
ment  company  where  immediately  after  the  purchase  or  acquisition 
the  registered  investment  company  and  all  of  its  affiliated  persons  own 
not  more  than  3  percent  of  the  total  outstanding  stock  of  the  acquired 
company  and  neither  the  acquiring  company  nor  its  principal  under¬ 
writer  or  other  distributors  charge  a  sales  load  of  more  than  l){ 
percent.  In  order  to  provide  protection  for  open-end  companies  and 
their  shareholders  where  such  companies’  securities  are  acquired  within 
the  limitations  of  subparagraph  (F),  the  subparagraph  also  provides 
that  no  issuer  of  any  security  purchased  or  acquired  by  a  registered 
investment  company  under  the  subparagraph  shall  be  obligated  to 
redeem  such  securities  in  an  amount  exceeding  1  percent  of  the  issuer’s 
total  outstanding  securities  during  any  period  of  less  than  30  days.  In 
addition,  the  restrictions  on  voting  rights  prescribed  by  this  section 
would  be  applicable  to  the  acquiring  company. 

Subparagraph  (G)  specifies  that  for  the  purposes  of  paragraph  (1) 
of  the  section,  the  value  of  an  investment  company’s  total  assets  shall 
be  computed  as  of  the  time  of  purchase  or  acquisition  or  as  close 
thereto  as  is  reasonably  possible.  Under  the  act  as  presently  written, 
the  Commission  has  the  authority  to  institute  actions  in  the  proper 
U.S.  district  courts  to  seek  injunctions  against  violations  of  the  act 
and  to  enforce  compliance  with  its  provisions.  It  is  contemplated  that 
in  a  proper  case  the  court  would  direct  divestiture  of  securities  ac¬ 
quired  in  a  transaction  which  violated  the  act.  Subparagraph  (H) 
specifies  that  (a)  the  Commission  may  join  as  a  party  to  an  enforce¬ 
ment  action  under  this  section,  the  issuer  of  the  security  involved 
and  (6)  a  court  may  issue  such  orders  with  respect  to  the  issuer  as  may 
be  necessary  or  appropriate  for  the  enforcement  of  the  statute.  For 
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example,  if  the  court  issues  an  order  requiring  divestiture,  it  might 
order,  if  appropriate,  the  issuer  to  withhold  distribution  of  dividends 
and  capital  gains  with  respect  to  the  securities  acquired  in  the  un¬ 
lawful  transaction  pending  compliance  with  the  court’s  divestiture 
order.  The  amendment  would  not  require  any  investment  company  to 
divest  itself  of  any  existing  holding.  Only  in  the  case  of  an  illegal 
acquisition  resulting  in  new  holdings  or  additions  to  preexisting  hold¬ 
ings  would  the  court  have  the  power  to  direct  divestiture.  It  will  be 
able  to  do  so  under  the  proposed  amendment  in  a  flexible  fashion  that 
takes  into  account  the  varying  circumstances  of  particular  cases. 

Section  7  of  the  bill  would  also  make  technical  changes  in  sections 
12(d)(1)  and  12(d)(2)  of  the  act  to  take  into  account  the  changed 
format  of  that  section. 

Part  E— Strengthening  Independent  Checks  on  Investment  Company 

Management 

SECTIONS  2(3),  5,  8(c),  8(d)  AND  18,  AMENDING  SECTIONS  2(aj,  10, 
15  AND  32(a) - ADDING  THE  TERM  “INTERESTED  PERSON” 

Section  2(3)  of  the  bill  would  add  a  new  section  2(a)  (19)  to  the 
Investment  Company  Act  defining  the  term  “interested  person”  to 
include  persons  who  have  close  family  or  substantial  financial  or 
professional  relationships  with  investment  companies,  their  investment 
advisers,  principal  underwriters,  officers,  and  employees. 

Proposed  section  2(3)  of  this  bill  adds  a  new  section  2(a)  (19)  to  the 
act  which  would  define  the  term  “interested  person.”  Other  sections  of 
the  bill  would  substitute  that  new  term  for  the  present  term  “affiliated 
person”  in  the  following  sections  of  the  act:  (1)  section  10,  relating  to 
the  composition  of  boards  of  directors  (amended  by  sec.  5  of  the  bill) ; 
(2)  section  15,  relating  to  the  approval  of  advisory  and  underwriting 
contracts  (amended  by  secs.  8(c)  and  8(d)  of  the  bill);  and  (3)  section 
32(a),  relating  to  the  selection  of  independent  public  accountants 
(amended  by  sec.  18  of  the  bill).  The  new  “interested  person”  concept 
will  not  widen  the  scope  of  sections  10(f)  and  17  of  the  act,  which 
prohibits  transactions  between  investment  companies,  on  the  one 
hand,  and  the  companies’  affiliated  persons  as  well  as  the  affiliated 
person  of  such  affiliated  persons  on  the  other,  absent  prior  Commis¬ 
sion  approval.  These  sections  remain  unchanged. 

Under  the  bill  the  new  term  “interested  person”  would  include 
affiliated  persons  of  an  investment  company,  its  investment  adviser 
and  principal  underwriter,  as  well  as  members  of  the  immediate  family 
of  such  affiliated  persons  and  persons  who  have  beneficial  interests  or 
legal  interests  as  fiduciaries  in  securities  issued  by  the  investment 
adviser,  principal  underwriter,  and  their  controlling  persons.  The 
term  would  also  include  any  broker-dealer  registered  under  the 
Securities  Exchange  Act  of  1934,  and  affiliated  persons  of  any  such 
broker-dealer.  In  additon,  the  definition  would  classify  as  an  interested 
person  legal  counsel  for  an  investment  company,  its  investment 
adviser  and  principal  underwriter  and  partners  and  employees  of  such 
legal  counsel. 

Interested  person  would  also  include  persons  who  have  any  material 
business  or  professional  relationships  with  an  investment  company,  or 
another  investment  company  having  the  same  investment  adviser  or 
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principal  underwriter,  controlling  persons  of  the  investment  adviser 
or  principal  underwriter,  or  the  principal  executive  officer  of  such 
investment  companies,  and  the  principal  executive  officer  of  the 
investment  adviser  or  principal  underwriter  of  an  investment  com¬ 
pany. 

Under  this  proposed  section,  a  person  would  be  deemed  an  interested 
person  because  of  a  business  or  professional  relationship  only  if  the 
Commission,  by  order,  determines  that  he  has,  at  any  time  during  the 
prior  2  fiscal  years,  had  a  material  business  or  professional  relationship 
with  persons  specified  in  the  statute.  Such  order  would  not  be  retro¬ 
active.  It  would  take  effect  60  days  after  the  entry  thereof  and  would 
not  affect  the  status  of  a  person  for  the  purpose  of  the  act  or  for  any 
other  purpose  for  any  period  prior  to  the  effective  date  of  the  order. 

The  Commission  could  issue  an  order  under  the  proposed  amend¬ 
ment  determining  that  a  director  of  an  investment  company  is  an 
interested  person  if  it  should  find  that  a  business  or  professional 
relationship  was  material  in  the  sense  that  it  might  tend  to  impair 
the  independence  of  such  director.  Ordinarily,  a  business  or  profes¬ 
sional  relationship  would  not  be  deemed  to  impair  independence  where 
the  benefits  flow  from  the  director  of  an  investment  company  to  the 
other  party  to  the  relationship.  In  such  instances  the  relationship  is 
not  likely  to  make  the  director  beholden  to  that  party.  For  example,  a 
director  ordinarily  would  not  be  considered  to  have  a  material  business 
relationship  with  the  investment  adviser  simply  because  he  is  a 
brokerage  customer  who  is  not  accorded  special  treatment.  A  business 
relationship  arising  solely  from  the  fact  that  the  chief  executive  officer 
of  an  investment  adviser  to  an  investment  company  and  a  director  of 
that  investment  company  are  directors  of  another  company,  whether 
that  company  is  an  investment  company  managed  by  the  same 
investment  adviser  or  a  separate  industrial  corporation  ordinarily 
would  not  be  deemed  material.  Similarly,  a  director  of  one  investment 
company  would  not  ordinarily  be  deemed  an  interested  person  of  that 
company  by  reason  of  being  a  director  of  another  investment  company 
with  the  same  adviser.  This  case-by-case  method  of  implementing  the 
material  business  and  professional  relationship  test  would  eliminate 
any  danger  of  inadvertent  violations  of  the  requirements  of  the  act 
and  adequately  implement  your  committee’s  basic  intent  in  proposing 
this  section. 

Finally,  the  section  provides  that  no  person  is  to  be  deemed  to  be 
an  interested  person  of  an  investment  company  solely  by  reason  of 
his  being  a  member  of  its  board  of  directors,  advisory  board,  an  owner 
of  its  securities  or  a  member  of  the  immediate  family  of  such  a  person. 

Part  F — Administrative  and  Other  Proceedings 

SECTION  4,  AMENDING  SECTION  9 - PROVIDING  FOR  ADMINISTRATIVE 

ACTION  AGAINST  CERTAIN  PERSONS  SERVING  INVESTMENT  COMPANIES 

Section  4(b)  of  the  bill  would  add  a  new  subsection  (b)  to  section  9 
of  the  act  to  empower  the  Commission,  after  notice  and  opportunity 
for  hearing,  to  bar  an  individual,  either  permanently  or  for  such  time 
as  may  be  appropriate,  from  serving  an  investment  company  in  the 
capacities  now  enumerated  in  section  9  or  as  an  employee  of  an  invest¬ 
ment  company  or  as  an  affiliated  person  of  its  investment  adviser, 
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depositor,  or  principal  underwriter.  The  Commission  could  take  such 
action  only  if  it  found  (1)  that  the  individual  in  question  had  willfully 
violated,  or  had  willfully  participated  in  a  violation  of  any  provision 
of  the  Securities  Act,  the  Securities  Exchange  Act,  the  Investment 
Company  Act  or  the  Investment  Advisers  Act  or  any  rule  or  regulation 
under  those  statutes;  and  (2)  that  the  action  was  in  the  public  interest. 

The  proposed  amendment  would  supplement  the  existing  provisions 
of  section  9.  It  would  provide  grounds  and  procedures  for  disqualifica¬ 
tion  from  affiliation  with  an  investment  company  of  persons  willfully 
violating  the  Federal  securities  laws. 

Under  the  proposed  amendment  if  the  Commission  finds  that  an 
investment  adviser  or  broker  dealer  or  an  associated  person  thereof 
has  violated  the  antifraud  or  other  provisions  of  the  Investment 
Advisers  Act  or  the  Exchange  Act  and  has  barred  or  suspended  him 
from  serving  as  an  investment  adviser  or  broker-dealer  or  from 
association  with  a  broker-dealer,  it  can  also  prevent  him  from  being 
associated  with  an  investment  company,  its  adviser  or  its  principal 
underwriter. 

Like  the  provisions  of  section  15(b)  of  the  Securities  Exchange  Act 
and  section  203(d)  of  the  Investment  Advisers  Act,  the  proposed 
amendment  would  provide  for  an  administrative  proceeding  to 
determine  whether  persons  have  engaged  in  willful  misconduct  and 
whether  the  public  interest  requires  that  such  persons  be  barred 
from  serving  an  investment  company. 

The  proposed  amendment  will  correct  another  deficiency  of  section 
9  which  bars  a  person  convicted  of  certain  crimes  or  enjoined  on  the 
basis  of  misconduct  specified  in  that  section  from  serving  as  an  officer, 
director,  or  investment  adviser  of  an  investment  company,  but  permits 
such  a  person  to  be  an  employee  of  an  investment  company. 

Further,  under  the  proposed  amendment,  in  appropriate  cases,  the 
Commission  could  proceed  against  an  individual  affiliated  with  a 
company’s  investment  adviser,  principal  underwriter,  depositor,  or 
sponsor  without  naming  or  joining  the  individual’s  employer  as  a 
party  in  such  proceeding.  Moreoever,  the  Commission  could,  where 
appropriate,  institute  private  proceedings  which  would  not  be  made 
public  unless  and  until  the  parties  so  request  or  adverse  findings  are 
made  against  the  individual  or  company  involved. 

SECTION  20,  AMENDING  SECTION  36 - ENJOINING  BREACH  OF  FIDUCIARY 

DUTY  INVOLVING  PERSONAL  MISCONDUCT 

Section  36  of  the  act  presently  authorizes  the  Commission  to 
bring  an  action  in  the  U.S.  district  courts  to  enjoin  persons  from 
acting  in  relation  to  an  investment  company  if  such  a  person  has  been 
guilty  of  gross  misconduct  or  gross  abuse  of  trust. 

The  highly  punitive  overtones  of  the  existing  section,  together  with 
the  injunctive  penalty,  seriously  impairs  the  ability  of  the  courts  to 
deal  flexibly  and  adequately  with  wrongdoing  by  certain  affiliated 
persons  of  investment  companies.  Therefore,  this  proposed  section 
would  authorize  actions  to  enjoin  breaches  of  fiduciary  duty  involving 
personal  misconduct.  It  also  empowers  the  courts  to  grant  such  relief 
as  it  finds  necessary  or  appropriate.  The  amended  section  will  enable 
the  Commission  to  move  against  officers,  directors  and  advisory 
board  members  of  an  investment  company  and  its  investment  advisers 
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or  principal  underwriters  if  they  engage  or  are  about  to  engage  in 
conduct  which  violates  prevailing  standards  of  fiduciary  duty  involving 
personal  misconduct. 

This  section  is  intended  to  deal  only  with  such  violations  committed 
by  individuals.  It  is  not  intended  to  provide  a  basis  for  the  Commis¬ 
sion  to  undertake  a  general  revision  of  the  practices  or  structures  of 
the  investment  company  industry.  In  appropriate  cases,  nonfeasance 
of  duty  or  abdication  of  responsibility  would  constitute  a  breach  of 
fiduciary  duty  involving  personal  misconduct. 

Part  G — Coverage 

SECTION  3(a),  AMENDING  SECTION  3(b)(2) - REQUIREMENT  OF  GOOD 

FAITH 

Under  section  3(b)(2)  of  the  act  any  issuer,  other  than  a  registered 
investment  company,  may  file  an  application  for  an  order  of  the 
Commission  declaring  it  to  be  exempt  from  regulation  under  the  act 
in  accordance  with  the  standards  of  that  section.  The  filing  of  such 
application  provides  an  automatic  60-day  exemption  from  all  provi¬ 
sions  of  the  act;  during  this  60-day  period,  an  applicant  may  engage 
in  activities  prohibited  under  the  act  even  though  the  Commission 
may  ultimately  deny  the  application. 

Section  3(a)  of  the  bill  would  amend  section  3(b)(2)  to  specify  that 
this  automatic  60-day  exemption  is  available  only  if  the  application 
is  filed  in  “good  faith.” 

While  a  requirement  of  “good  faith”  is  implicit  in  the  statute, 
the  existing  statutory  language  does  not  so  provide.  By  making  the 
requirement  an  explicit  one,  companies  would  be  placed  on  notice 
that  an  automatic  exemption  cannot  be  obtained  by  the  filing  of  a 
frivolous  application  not  presenting  a  colorable  claim  to  the  exemp¬ 
tion  from  regulation  provided  for  by  section  3  (b)  (2) . 

SECTION  3(b)(2)  AMENDING  SECTION  3(c)(8) - DELETION  OF  EXCLUSION 

FOR  COMPANY  90  PERCENT  OR  MORE  OF  WHOSE  SECURITIES  ARE 

THOSE  OF  CERTAIN  SINGLE  ISSUERS 

Section  3(c)(8)  excludes  from  the  statutory  definition  of  an  invest¬ 
ment  company  a  company  90  percent  or  more  of  the  value  of  whose 
investment  securities  are  those  of  any  single  bank,  insurance  company, 
or  other  financial  institutions  of  the  types  enumerated  in  sections 
3(c),  (5),  (6),  and  (7)  of  the  act.  Section  3(b)(3)  of  the  bill  would  delete 
this  paragraph  from  the  act. 

The  availability  of  the  section  3(c)(8)  exemption  to  companies 
which  hold,  solely  as  an  investment,  securities  of  certain  types  of 
financial  institutions  appears  to  be  wholly  inconsistent  with  the 
statutory  policy  of  the  coverage  of  the  act  and  should  be  removed. 
Its  deletion  from  the  act  will  not  affect  existing  exclusions  for  companies 
which  control  or  manage  the  enterprises  whose  securities  they  hold. 

SECTION  3(b)(3)  AMENDING  SECTION  3(c)(6) - MODIFICATION  OF  EXCLU¬ 

SION  FOR  COMPANIES  ENGAGED  IN  FACTORING,  DISCOUNTING,  AND 

REAL  ESTATE  BUSINESSES 

Under  the  existing  provisions  of  section  3(c)(6)  companies  engaged 
primarily  in  factoring,  discounting,  and  real  estate  are  excluded  from 


125 


the  definition  of  an  investment  company  unless  they  are  engaged  in 
the  business  of  issuing  face-amount  certificates  of  the  installment 
type  or  periodic  payment  plan  certificates. 

Section  3(b)(3)  of  the  bill  would  amend  section  3(c)(6)  of  the  act 
to  provide  that,  in  addition  to  existing  limitations,  the  exclusion  from 
the  definition  of  an  investment  company  provided  by  that  section 
woidd  be  unavailable  to  any  such  company  issuing  a  security  redeem¬ 
able  at  the  election  of  the  holder. 

Although  the  companies  enumerated  in  section  3(c)(6)  have  port¬ 
folios  of  securities  in  the  form  of  notes,  commercial  paper,  or  mortgages 
and  other  liens  on  and  interests  in  real  estate,  they  are  excluded  from 
the  act’s  coverage  because  they  do  not  come  within  the  generally 
understood  concept  of  a  conventional  investment  company  investing 
in  stocks  and  bonds  of  corporate  issuers.  The  proposed  amendment 
would  have  the  effect  of  extending  the  regulatory  provisions  of  the  act 
to  certain  of  these  companies  which  in  recent  years  have  attempted 
to  capitalize  on  the  popularity  of  open  end  companies  by  issuing 
reedemable  securities. 

SECTION  3(b)(4),  AMENDING  SECTION  3(c)  (10) - CLARIFICATION  OF 

EXEMPTION  FOR  HOLDING  COMPANY  REGISTERED  UNDER  PUBLIC 

UTILITY  HOLDING  COMPANY  ACT  OF  1935 

Section  3(c)  (10)  now  excludes  from  the  coverage  of  the  act  any 
company  “with  a  registration  statement  in  effect  as  a  holding  com¬ 
pany  under  the  Public  Utility  Holding  Company  Act  of  1935.” 
Section  3(b)(4)  of  the  bill  would  amend  section  3(c) (10)  of  the  act 
to  make  the  exclusion  provided  by  that  section  available  to  companies 
“subject  to  regulation  under  the  Public  Utility  Holding  Company 
Act  of  1935.” 

SECTION  10,  AMENDING  SECTION  18(f)(2) - MODIFICATION  OF  DEFINITION 

OF  SENIOR  SECURITY 

Section  18(f)  of  the  act  makes  it  unlawful  for  any  registered  open 
end  investment  company  to  issue  or  sell  any  senior  security.  The 
term  “senior  security”  does  not,  under  section  18(f)(2),  include  shares 
of  a  particular  “series”  the  holders  of  which  are  preferred  over  the 
holders  of  all  other  series  in  respect  of  assets  specifically  allocated  to 
that  series. 

Section  10  of  the  bill  would  amend  section  18(f)(2)  to  give  the  Com¬ 
mission  specific  power  by  rule,  regulation,  or  order  to  require  that  any 
matter  affecting  shareholders  of  any  series  of  shares  issued  by  such 
companies,  including  the  election  of  directors,  be  voted  upon  sepa¬ 
rately  by  such  series. 

Although  it  is  contemplated  that  any  such  rule  may  provide  that 
approval  of  stockholders  holding  a  certain  percentage  of  stock  is  neces¬ 
sary  for  the  election  of  directors,  it  is  not  intended  that  the  authority 
granted  by  this  amendment  would  be  used  to  require  that  a  company 
set  up  groups  of  individuals  for  each  series  with  functions  similar  to 
those  of  the  company’s  overall  board  of  directors.  Similarly,  it  is  not 
intended  that  any  rule  would  relieve  the  company  of  any  requirements 
with  respect  to  voting  that  may  be  applicable  under  State  law.  A 
majority  of  the  outstanding  voting  securities  of  a  class  or  series  would 
be  computed  in  the  manner  set  forth  in  section  2(a)  (40)  of  the  act. 
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Part  H — Management-Shareholder  Relationships 

SECTIONS  8(c)  AND  18,  AMENDING  SECTIONS  15(c)  AND  32(a) - ATTEND¬ 

ANCE  AT  DIRECTORS’  MEETINGS 

Sections  15(a),  15(b),  15(c),  and  32(a)  of  the  act  provide  for  (a) 
renewal  of  advisory  contracts;  ( b )  approval  and  renewal  of  under¬ 
writing  contracts;  and  (c)  the  selection  of  independent  auditors  by 
the  board  of  directors  of  an  investment  company,  including  a  majority 
of  the  unaffiliated  directors.  These  sections  do  not  require  the  at¬ 
tendance  in  person  of  the  members  of  the  board  of  directors  at  meetings 
where  required  action  is  taken,  even  though  their  vote  is  necessary  to 
meet  the  statutory  requirements. 

Sections  8(c)  and  18  of  the  bill  would  amend  sections  15(c)  and 
32(a)  of  the  act  to  provide  that  the  voting  requirements  of  sections 
15  and  32  can  be  satisfied  only  by  directors  who  are  personally  present 
at  a  meeting  at  which  their  votes  are  taken.  The  proposed  amendment 
is  intended  to  assure  informed  voting  on  matters  which  require  action 
by  the  board  of  directors  of  registered  investment  companies. 

SECTION  8(a)  AND  8(b),  AMENDING  SECTIONS  15(a)(4)  AND  15(b)(2) - 

ASSIGNMENT  OF  ADVISORY  AND  UNDERWRITING  CONTRACTS 

Section  15(a)(4)  of  the  act  requires  that  an  investment  advisory 
contract  provide  for  automatic  termination  upon  its  “assignment  by 
the  investment  adviser.”  Similarly,  section  15(b)(2)  requires  that 
underwriting  contracts  provide  for  automatic  termination  upon  their 
“assignment  by  such  underwriter.” 

Section  8(a)  of  the  bill  would  amend  section  15(a)(4)  of  the  act 
to  delete  the  words  “by  the  investment  adviser”  and  section  8(b)  of 
the  bill  would  amend  section  15(b)(2)  to  delete  the  words  “by  such 
underwriter.” 

Section  2(a)(4)  defines  the  term  “assignment,”  among  other  things 
as  occurring  when  some  action  is  taken  by  persons  other  than  the 
investment  adviser  or  underwriter.  Thus,  under  the  definition,  assign¬ 
ment  includes  any  direct  or  indirect  transfer  of  a  controlling  block  of 
outstanding  voting  securities  by  a  security  holder  of  the  adviser  or 
underwriter.  Section  15,  however,  introduces  an  ambiguit}^  into  the 
act  because  it  refers  only  to  an  “assignment”  by  the  adviser  or  under¬ 
writer  itself  and  not  by  a  person  holding  a  controlling  block  of  stock 
of  the  adviser  or  underwriter.  The  proposed  amendment  will  remove 
this  possible  ambiguity  without  making  a  substantive  change  in  the 
existing  law. 

SECTION  9(a),  AMENDING  SECTION  17(f) - CASH  ASSETS  INCLUDED 

UNDER  BANK  CUSTODY 

Under  section  17(f),  an  investment  company  of  the  management 
type  must  place  “its  securities  and  similar  investments”  in  the  custody 
of  (1)  a  bank,  (2)  a  stock  exchange  firm  subject  to  rules  prescribed  by 
the  Commission  or  (3)  itself,  subject  to  rules  or  orders  prescribed  by 
the  Commission.  If  a  company  chooses  to  retain  the  custody  of  its 
securities,  it  must  deposit  them  with  certain  specified  institutions  for 
safekeeping,  subject  to  certain  rules  as  to  access,  earmarking,  and 
inspection. 
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Section  9(a)  of  the  bill  would  amend  section  17(f)  of  the  act  to 
provide  that  if  an  investment  company  employs  a  bank  as  custodian 
for  “securities  and  similar  investments/’  then  all  of  its  cash  assets, 
including  proceeds  from  the  sale  of  its  own  securities  and  income  on 
its  holdings  shall  likewise  be  held  by  a  bank,  subject  to  appropriate 
direction  as  to  expenditure  and  disposition  by  proper  company  officials. 

The  proposed  amendment  would  not  require  an  investment  company 
to  employ  a  bank  as  custodian.  If,  however,  a  company  chooses  to  use 
a  bank  as  custodian,  its  shareholders  would  appear  entitled  to  expect 
that  the  cash  held  by  the  company  would  be  afforded  a  degree  of 
protection  similar  to  that  given  to  securities.  The  proposed  amendment 
would  permit  maintenance  of  a  checking  account  or  accounts  in  one 
or  more  banks  in  amounts  not  to  exceed  the  amount  of  the  fidelity 
bond  covering  persons  authorized  to  draw  on  the  accounts,  as  required 
under  section  17(g)  of  the  act.  It  also  provides  that  more  than  one 
bank  may  act  as  custodian.  The  Commission  would  have  authority  to 
allow  specified  amounts  of  petty  cash  to  be  held  apart  from  bank 
custody. 

SECTION  14,  AMENDING  SECTION  25(c) - REORGANIZATION  STANDARDS 

Section  25(c)  of  the  act  now  authorizes  any  district  court  of  the 
United  States,  upon  proceedings,  instituted  by  the  Commission,  to 
enjoin  the  consummation  of  any  plan  of  reorganization  of  a  registered 
investment  company  only  “if  such  court  shall  determine  any  such  plan 
to  be  grossly  unfair  or  to  constitute  gross  misconduct  or  gross  abuse 
of  trust  on  the  part  of  the  officers,  directors,  or  investment  advisers 
of  such  registered  company  or  other  sponsors  of  such  plan.” 

Section  14  would  amend  section  25(c)  of  the  act  to  provide  that  a 
court  may,  upon  proceedings  instituted  by  the  Commission,  enjoin 
the  consummation  of  any  plan  of  reorganization  of  a  registered  invest¬ 
ment  company  which  the  court  finds  not  “fair  and  equitable”  to  all 
persons  affected. 

The  proposed  amendment  would  eliminate  a  standard  which  unduly 
restricts  courts  from  passing  upon  plans  of  reorganization  of  registered 
investment  companies.  It  would  replace  this  standard  with  the  “fair 
and  equitable”  standard  which  has  had  a  long  history  of  judicial 
interpretation  in  equity  receiverships  and  reorganizations  under  sec¬ 
tion  77B  and  chapter  X  of  the  Bankruptcy  Act  and  section  11(e)  of 
the  Public  Utility  Holding  Company  Act. 

SECTION  15(a),  AMENDING  SECTION  26 — SUBSTITUTION  OF  UNDERLYING 

INVESTMENTS  OF  UNIT  INVESTMENT  TRUST 

Section  26(a)  (4)  (B)  of  the  act  now  requires  that  the  trust  instrument 
of  a  unit  investment  trust  provide  that  the  sponsor  or  trustee  will 
notify  the  shareholders  of  the  unit  investment  trust  within  5  days  after 
a  substitution  of  the  underlying  securities. 

Section  15(a)  of  the  bill  would  add  a  new  subsection  (b)  to  section  26 
of  the  act  to  make  it  unlawful  for  any  depositor  or  trustee  of  a  regis¬ 
tered  unit  investment  trust  holding  the  security  of  a  single  issuer  to 
substitute  underlying  securities  without  Commission  approval. 
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SECTION  19,  AMENDING  SECTION  33 - TRANSMISSION  TO  THE  COMMISSION 

OF  PAPERS  FILED  IN  SHAREHOLDER  ACTIONS 

Section  33  of  the  act  now  requires  registered  investment  companies 
and  their  affiliated  persons  who  are  defendants  in  derivative  suits 
involving  “an  alleged  breach  of  official  duty”  to  transmit  to  the 
Commission  copies  of  the  pleadings  and  the  record  in  such  actions 
after  a  verdict  or  final  judgment  on  the  merits  has  been  rendered  or  a 
settlement  or  compromise  of  the  action  has  been  approved  by  a  court 
of  competent  jurisdiction. 

Section  19  of  the  bill  would  amend  section  33  of  the  act  to  require 
prompt  filing  with  the  Commission  of  copies  of  all  pleadings,  settle¬ 
ments,  discontinuances,  or  judgments  served  or  filed  in  suits  by  a 
registered  investment  company  or  a  security  holder  thereof  against 
an  officer,  director,  investment  adviser,  trustee,  or  depositor  of  such 
company.  In  addition,  the  section  would  require  that  copies  of  motions 
and  other  documents  be  filed  with  the  Commission  if  it  requests  them. 

The  proposed  amendment  would  permit  the  Commission  to  be  kept 
informed  of  the  progress  of  the  litigation  from  its  outset  at  the  trial 
court,  and  would  make  it  possible  for  the  Commission  to  promptly  take 
such  action  as  may  be  appropriate. 

It  is  contemplated  that  the  proposed  amendment  would  be  admin¬ 
istered  to  eliminate,  insofar  as  possible,  duplicative  filings  in  cases 
involving  multiple  defendants. 

Part  I — Formal 

SECTION  2(a),  AMENDING  SECTION  2(a)(5) - CHANGE  IN  REFERENCE 

TO  ANOTHER  STATUTE  WHICH  HAS  BEEN  AMENDED 

Section  2(a)  of  the  bill  would  substitute  in  section  2(a)(5)  of  the 
act  the  words  “under  the  authority  of  the  Comptroller  of  the  Cur¬ 
rency”  for  the  words  “section  ll(k)  of  the  Federal  Reserve  Act,  as 
amended.”  Section  ll(k)  of  the  Federal  Reserve  Act  has  been  repealed, 
and  as  a  result  certain  authority  over  banks  formerly  exercised  by 
the  Federal  Reserve  Board  is  now  exercised  by  the  Comptroller  of  the 
Currency. 

SECTIONS  3(b)(l)  AND  3(b)(2),  AMENDING  SECTION  3(c) - DELETION  OF 

SUPERFLUOUS  REFERENCE  AND  RENUMBERING 

Section  3  (b)(1)  of  the  bill  would  amend  section  3(c)  of  the  act  by 
deleting  reference  to  subsection  3(b)  of  the  act.  Section  3(c)  excludes 
certain  categories  of  companies  from  the  definition  of  an  investment 
company  which  is  found  in  subsection  (a)  of  section  3.  Since  only 
subsection  (a)  defines  an  investment  company  and  subsection  (b) 
merely  contains  exceptions  from  that  definition,  the  reference  to  sub¬ 
section  (b)  in  subsection  (c)  is  meaningless. 

In  addition  to  deleting  section  3(c)(8)  (see  pt.  G — Coverage), 
section  3(b)(2)  would  also  renumber  paragraphs  (5)  through  (7)  and 
(9)  through  (15)  of  subsection  3(c)  to  reflect  the  deletion  of  paragraph 
(4)  thereof  by  Public  Law  89-418,  89th  Congress,  second  session 
(1966). 
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SECTION  5(c),  AMENDING  SECTION  10(c) - CORRECTING  INCONSISTENCY 

IN  PROHIBITING  PERSONS  FROM  SERVING  AS  DIRECTORS  OF  INVEST¬ 
MENT  COMPANY 

Section  10(c)  of  the  act  prohibits  a  registered  investment  company 
from  having  a  majority  of  its  board  of  directors  consist  of  officers  or 
directors  of  any  one  bank.  Section  5(c)  of  the  bill  would  add  the  word 
“employee”  to  the  first  clause  of  section  10(c).  The  second  clause  of 
section  10(c)  provides  a  limited  exception  from  the  prohibition  for  any 
registered  investment  company  which  on  March  14,  1940,  had  as  a 
majority  of  its  board  of  directors,  the  officers,  directors,  or  employees 
of  any  one  bank.  While  the  first  clause  does  not  include  employees,  the 
second  clause  does  include  them.  The  proposed  amendment  would 
correct  this  apparent  inconsistency. 

SECTIONS  8(c)  AND  8(d),  AMENDING  SECTIONS  15(c)  AND  15(d) - ELIMI¬ 

NATION  OF  OUTDATED  REFERENCE  AND  SECTION 

In  addition  to  the  substantive  changes  described  under  the  heading 
“Management — Shareholder  Relationships”. 

Section  8(c)  of  the  bill  would  delete  the  words  “except  a  written 
agreement  which  was  in  effect  prior  to  March  15,  1940,”  in  section 
15(c)  of  the  act.  Section  8(d)  of  the  bill  would  delete  section  15(d) 
from  the  act.  (See  “Costs  of  Mutual  Fund  Investments”  for  explana¬ 
tion  of  new  section  15(d).)  That  section  prohibits  any  person  after 
March  15,  1945,  from  acting  as  investment  adviser  to,  or  principal 
underwriter  for,  any  registered  investment  company  pursuant  to  a 
written  contract  in  effect  prior  to  March  15,  1940,  unless  such  contract 
was  renewed  prior  to  March  15,  1945,  in  such  form  as  to  make  it  comply 
with  sections  15(a)  or  15(b).  The  1940-45  period  mentioned  in  sections 
15(c)  and  15(d)  passed  long  ago,  and  references  to  it  are  meaningless 
today.  There  are  no  persons  who  are  or  will  hereafter  be  affected  by 
section  15(d)  or  the  above  clause  of  section  15(c). 

SECTION  12(d),  AMENDING  SECTION  24(d) - DELETION  OF  LANGUAGE 

REQUIRED  BY  PROPOSED  AMENDMENTS 

Section  12(d)  of  the  bill  would  amend  section  22(d)  of  the  act  to 
conform  that  section  to  the  proposed  amendment  to  section  11(b)  of 
the  act  by  deleting  reference  to  clause  (2)  of  section  11(b)  in  section 
22(d)  of  the  act.  Section  22(d)  of  the  act  provides,  in  relevant  part, 
that  it  shall  not  prevent  a  sale  made  “pursuant  to  an  offer  of  exchange 
permitted  by  section  11  hereof  including  any  offer  made  pursuant  to 
clause  (1)  or  (2)  of  section  11(b).”  Section  6  of  the  bill  would  delete 
clause  (2)  of  section  11(b)  from  the  act. 

SECTION  13,  AMENDING  SECTION  24(d) - UPDATING  OF  A  STATUTORY 

REFERENCE 

Section  13  of  the  bill  would  amend  section  24(d)  to  refer  to  section 
4(3)  of  the  Securities  Act  of  1933.  Among  other  things,  section  24(d) 
of  the  act  states  that  the  exemption  provided  by  clause  3  of  section 
4(1)  of  the  Securities  Act  of  1933  shall  not  be  applicable  to  face 
amount  certificate  companies,  open-end  management  companies,  or 
unit  investment  trusts. 
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SECTIONS  21  AND  22,  AMENDING  SECTIONS  43(a)  AND  (44) - UPDATING 

STATUTORY  REFERENCES 

Sections  21  and  22  or  the  bill  amends  sections  43(a)  and  44,  respec¬ 
tively,  to  conform  references  to  the  Judicial  Code  with  the  present 
designation  of  the  sections  involved.  Section  43(a)  of  the  act  provides 
for  court  review  of  Commission  orders.  It  refers  to  sections  239  and 
240  of  the  Judicial  Code  which  have  been  redesignated  section  1254 
of  title  28  of  the  United  States  Code,  as  amended.  Similarly,  section 
44  of  the  act,  which  gives  the  district  courts  of  the  United  States 
jurisdiction  of  violations  of  the  act  or  rules  and  regulations  there¬ 
under,  refers  to  sections  128  and  240  of  the  Judicial  Code,  as  amended, 
which  have  been  redesignated  as  sections  1254  and  1291-1294  of  title 
28  of  the  United  States  Code. 

Part  J — Amendments  to  the  Investment  Advisers  Act  of  1940 

SECTIONS  24,  25,  AND  26,  AMENDING  SECTIONS  203  AND  205  AND  ADDING 

NEW  SECTION  206A - EXEMPTIONS  FROM  PROVISIONS  OF  THE  ACT 

Amending  section  203 —  removal  of  exemptions  for  investment  advisers  to 
investment  companies 

Section  25(a)  of  the  bill  would  amend  paragraphs  (2)  and  (3)  of 
section  203(b)  of  the  Investment  Advisers  Act  to  make  inapplicable 
to  investment  advisers  to  investment  companies  the  exemptions  from 
registration  under  the  Advisers  Act  now  available  to  most  of  them. 
Section  203(b)(2)  of  the  Advisers  Act  now  exempts  any  investment 
advisor  whose  only  clients  are  investment  companies  from  the  registra¬ 
tion  requirements  of  that  statute,  while  section  203(b)(3)  of  that  act 
provides  a  similar  exemption  for  any  investment  adviser  who  during 
the  course  of  the  preceding  12  months  has  had  fewer  than  15  clients  and 
who  does  not  hold  himself  out  generally  to  the  public  as  an  investment 
adviser.  Some  mutual  fund  advisers  are  registered  under  the  Advisers 
Act,  but  most  of  them,  particularly  those  that  serve  the  large  funds 
and  fund  complexes,  fall  within  these  two  exemptions  from  registration. 

Amending  section  205 — Removal  of  exemption  for  advisory  contracts 
with  investment  companies 

Section  25  of  the  bill  would  amend  section  205  of  the  Investment 
Advisers  Act  to  delete  the  exemption  for  advisory  contracts  with 
investment  companies  from  the  prohibition  against  contracts  that 
provide  for  compensation  to  the  investment  adviser  on  the  basis  of 
a  share  of  capital  gains  upon  or  capital  appreciation  of  the  funds  or 
any  portion  of  the  funds  of  the  client. 

This  proposed  extension  of  section  205(1)  to  investment  company 
advisory  contracts  would  prohibit  a  contract  which  provides  that  any 
part  of  the  adviser’s  fee  shall  be  a  specified  amount  of  the  company’s 
capital  appreciation.  The  section  also  provides  for  an  exemption  from 
this  restriction  for  an  advisory  contract  with  an  investment  company 
which  provides  for  proportionate  increases  and  decreases  in  compen¬ 
sation  on  the  basis  of  the  investment  performance  of  the  company 
as  measured  against  an  appropriate  index  of  securities  prices  or  such 
other  measure  of  investment  performance  as  the  Commission  may 
specify.  For  purposes  of  this  section,  an  index  of  securities  prices 
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would  be  deemed  appropriate  unless  the  Commission  determines 
otherwise  by  order  after  notice  and  opportunity  for  hearing. 

Section  205(1)  of  the  Advisers  Act  forbids  only  those  sharing 
arrangements  which  involve  a  sharing  of  capital  appreciation.  The 
proposed  amendment  will  not  invalidate  contracts  under  which  the 
adviser’s  fee  consists  of  a  percentage  of  the  investment  company’s 
ordinary  investment  income,  provided  that  the  adviser’s  compensation 
meets  the  reasonableness  test  of  proposed  section  8  of  this  bill. 

Proposed  section  206 A — Commission  exemptive  authority 

Section  26  of  the  bill  would  add  a  new  section  206A  to  the  Invest¬ 
ment  Advisers  Act.  It  would  empower  the  Commission  by  rule, 
regulation,  or  order  to  exempt  conditionally  or  unconditionally  any 
person  or  transaction  from  any  or  all  provisions  of  the  act  if  and  to  the 
extent  such  action  is  necessary  or  appropriate  in  the  public  interest 
and  consistent  with  the  purposes  fairly  intended  by  the  policy  and 
provisions  of  the  Act. 

The  proposed  amendment  would  be  the  counterpart  of  section  6(c) 
of  the  Investment  Company  Act,  which  gives  the  Commission  broad 
power  to  exempt  any  person,  transaction,  or  security  from  any  pro¬ 
vision  of  that  statute.  The  flexibility  which  this  amendment  would 
introduce  into  the  administration  of  the  Advisers  Act  is  appropriate  in 
view  of  the  broader  coverage  provided  for  by  this  bill.  Under  proposed 
section  206A,  the  Commission  would  in  appropriate  cases  be  able  to 
exempt  persons  from  the  registration  requirements  of  proposed  sec¬ 
tion  203  and  from  the  ban  on  performance-based  advisory  compensa¬ 
tion  in  proposed  section  205(1)  of  the  Advisers  Act  if  and  to  the  extent 
such  action  is  appropriate  in  the  public  interest  and  consistent  with 
the  protection  of  investors  and  the  policy  of  the  act. 

SECTIONS  23  AND  24  AMENDING  THE  ACT  BY  STRENGTHENING  DISCIPLI¬ 
NARY  CONTROLS  OVER  INVESTMENT  ADVISERS 

Amending  section  202(a) — Definition  o  f  person  associated  with  investment 
adviser;  amending  section  202(f) — Administrative  action  against 
such  associated  persons;  and  amending  section  203(e) — Disciplinary 
proceedings 

Section  23  of  the  bill  would  amend  section  202(a)  of  the  Investment 
Advisers  Act  to  add  a  new  paragraph  (17)  thereto,  which  would  define 
the  term  “person  associated  with  an  investment  adviser.”  (Pars.  (17) 
through  (20)  of  existing  sec.  202(a)  would  be  redesignated  paragraphs 
(18)  through  (21),  respectively.) 

This  amendment  would  be  a  counterpart  to  section  3(a) (18)  of  the 
Securities  Exchange  Act  and  would  add  a  purely  definitional  section 
to  the  classes  of  persons  now  referred  to  in  clause  (F)  of  existing  sec¬ 
tion  203(c)(1)  and  pargraphs  (2)  and  (3)  of  existing  section  203(d) 
of  the  Advisers  Act.  In  addition,  the  new  term  would  be  used  in  pro¬ 
posed  section  203(f)  of  the  Advisers  Act  (see  sec.  25(c)  of  the  bill), 
which  would  give  the  Commission,  after  making  the  required  findings, 
authority  to  bar  or  suspend  individuals  from  associating  with  an 
investment  adviser.  This  express  reference  to  employee  would  make 
no  change  in  present  law,  since  an  employee  is  considered  a  controlled 
person. 
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The  proposed  definition  specifically  would  exclude  from  its  terms 
employees  whose  functions  are  clerical  or  ministerial,  except  that 
under  proposed  section  203(f)  a  person  guilty  of  misconduct  could 
be  barred  from  associating  with  an  investment  adviser  even  in  a 
clerical  or  ministerial  capacity.  Under  the  proposed  definition  the 
Commission  would  have  authority  to  classify  for  statutory  purposes 
persons,  including  employees,  controlled  by  an  investment  adviser. 

The  proposed  amendments  to  section  203(e)  of  the  Advisers  Act 
would  revise  slightly  the  provisions  relating  to  disciplinary  proceed¬ 
ings.  One  of  these  revisions  would  make  failure  to  supervise  employees 
a  ground  for  discipline.  This  conforms  to  the  1964  amendments  to 
the  Securities  Exchange  Act. 

Proposed  section  203(d) — Requirement  for  jurisdictional  proof 

Section  24(c)  of  the  bill  would  amend  section  203  of  the  Advisers 
Act  to  add  a  new  subsection  (d) .  This  would  specify  that  any  provisions 
of  that  act  (other  than  sec.  203(a),  the  provision  that  imposes  a  general 
requirement  of  registration  on  investment  advisers),  which  prohibits 
any  act  or  conduct  if  the  mails  or  any  means  or  instrumentality  of 
interstate  commerce  are  used  in  connection  therewith  also  would  pro¬ 
hibit  such  act  or  conduct  by  a  registered  investment  adviser  or  by  a 
person  acting  on  behalf  of  such  investment  adviser  whether  or  not  the 
mails  or  any  instrumentality  of  interstate  commerce  are  used.  (Exist¬ 
ing  subsec.  (d)  of  sec.  203  would  be  redesignated  as  subsec.  (e)  and 
existing  subsec.  (e)  through  (g)  would  be  redesignated  as  subsec.  (g) 
through  (i). 

Various  provisions  of  the  act  prohibit  activities  of  an  investment 
adviser  only  if  they  involve  a  use  of  the  mails  or  means  or  instrumen¬ 
tality  of  interstate  commerce.  The  effect  of  the  proposed  amendment 
would  be  to  prohibit  such  activities  by  a  registered  investment  adviser 
under  the  act  irrespective  of  proof  that  the  mails  or  instrumentalities 
of  interstate  commerce  were  used  in  connection  with  the  particular 
activity. 
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REPEAL  OF  THE  GOLD  RESERVE  REQUIREMENTS  FOR 

U.S.  CURRENCY 

[H.R.  14743] 

[Public  Law  90-269,  approved  Mar.  18,  1968] 

To  repeal  the  requirement  that  certain  gold  reserves  be  maintained  for  Federal 
Reserve  notes,  U.S.  notes,  and  Treasury  notes  of  1890 

History  of  Legislation 

Three  Senate  bills  designed  to  eliminate  some,  or  all,  of  the  gold 
reserve  requirements  were  referred  to  the  committee.  These  bills  were 
S.  1307,  introduced  by  Senator  Clark  on  March  16,  1967,  S.  2815, 
introduced  by  Senator  Proxmire  on  December  15,  1967,  and  S.  2857, 
introduced  by  Senator  Sparkman  on  January  22,  1968.  Hearings  on 
these  bills  were  held  on  January  30,  31,  and  February  1,  1968.  S. 
2857  was  reported  by  Senator  Sparkman  (S.  Rept.  1007)  on  February 
20,  1968.  No  further  action  was  taken  on  S.  1307  and  S.  2815.  On 
March  14,  1968,  the  Senate  passed  H.R.  14743,  which  accomplished 
the  objectives  of  S.  2857.  That  bill  was  approved  by  the  President  on 
March  18,  1968,  and  became  Public  Law  90-269. 

Digest  of  Statute 

Section  1  amended  11(c)  of  the  Federal  Reserve  Act  (12  U.S.C. 
248(c))  to  repeal  the  requirement  (1)  for  the  establishment  by  the 
Board  of  Governors  of  the  Federal  Reserve  System  of  a  graduated  tax 
on  the  deficiency  in  the  gold  reserve  whenever  the  reserve  held  against 
Federal  Reserve  notes  falls  below  25  percent,  and  (2)  for  an  automatic 
increase  in  the  rates  of  interest  or  discount  fixed  by  the  Board  in  an 
amount  equal  to  the  graduated  tax  imposed. 

Section  2  amended  section  15  of  the  Federal  Reserve  Act  (12  U.S.C. 
391)  which  provided  that  moneys  held  in  the  general  fund  of  the 
Treasury,  except  the  fund  for  redemption  of  outstanding  national 
bank  notes  and  the  funds  provided  for  redemption  of  Federal  Reserve 
notes,  may  be  deposited  in  Federal  Reserve  banks,  by  deleting  the 
reference  to  funds  for  the  redemption  of  Federal  Reserve  notes. 

Section  3  amended  the  third  paragraph  of  section  16  of  the  Federal 
Reserve  Act  (12  U.S.C.  413)  to  repeal  the  requirement  that  each 
Federal  Reserve  bank  maintain  reserves  in  gold  certificates  of  not  less 
than  25  percent  against  its  Federal  Reserve  notes  in  actual  circula¬ 
tion;  and  to  eliminate  references  to  redemption  by  the  Treasury  of 
Federal  Reserve  notes.  As  revised  the  paragraph  provides  that  (1) 
Federal  Reserve  notes  shall  bear  a  distinctive  letter  and  serial  num- 
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ber  assigned  by  the  Board  of  Governors  to  each  Federal  Reserve 
bank,  and  (2)  Federal  Reserve  notes  unfit  for  circulation  shall  be 
canceled  and  destroyed  under  procedures  prescribed  by  the  Secretary 
of  the  Treasury. 

Section  4  amended  the  fourth  paragraph  of  section  16  (12  U.S.C. 

414)  to  repeal  the  provision  that  the  Board  of  Governors  shall  require 
each  Federal  Reserve  bank  to  maintain  on  deposit  in  the  Treasury  a 
sum  in  gold  certificates  sufficient,  in  the  judgment  of  the  Secretary 
of  the  Treasury,  for  the  redemption  of  the  Federal  Reserve  notes 
issued  to  such  bank. 

Section  5  repealed  the  sixth  paragraph  of  section  16  (12  U.S.C. 

415)  which  (1)  authorized  a  Federal  Reserve  bank  to  reduce  its 
liability  for  outstanding  Federal  Reserve  notes  by  depositing  with  the 
Federal  Reserve  agent  its  Federal  Reserve  notes,  gold  certificates, 
or  lawful  money  of  the  United  States,  (2)  provided  that  the  agent  shall 
hold  such  gold  certificates  and  lawful  money  for  exchange  for  the 
outstanding  Federal  Reserve  notes  and  that  upon  the  request  of  the 
Secretary  of  the  Treasury,  the  Board  of  Governors  shall  require  the 
agent  to  transmit  to  the  Treasurer  of  the  United  States  as  many  gold 
certificates  held  by  him  as  collateral  as  may  be  required  for  the  exclu¬ 
sive  purpose  of  the  redemption  of  such  Federal  Reserve  notes,  and  (3) 
authorized  the  reduction  of  its  liability  by  any  amount  paid  by  the  bank 
to  the  Secretary  of  the  Treasury  on  notes  of  series  prior  to  1928. 

Section  6  repealed  that  part  of  the  seventh  paragraph  of  the  Federal 
Reserve  Act  (12  U.S.C.  416)  which  provided  that  Federal  Reserve 
banks  shall  not  be  required  to  maintain  the  reserve  or  the  redemption 
fund  against  Federal  Reserve  notes  which  have  been  retired,  or  as  to 
which  payment  has  been  made  to  the  Secretary  of  the  Treasury 
under  31  U.S.C.  913,  on  notes  of  series  prior  to  1928. 

Section  7  repealed  the  18th  paragraph  of  section  16  of  the  Federal 
Reserve  Act  (12  U.S.C.  467)  which  authorized  the  deposit  of  gold  or 
of  gold  certificates  with  the  Treasurer  of  the  United  States  or  any 
designated  depositary  when  tendered  by  any  Federal  Reserve  bank 
or  Federal  Reserve  agent  for  credit  to  its  or  his  account  with  the 
Board  of  Governors.  Such  deposits  were  held  subject  to  order  of  the 
Board  of  Governors  and  were  payable  in  gold  certificates  on  the  order 
of  the  Board  to  any  Federal  Reserve  bank  or  agent. 

Section  8  amended  section  6  of  the  Gold  Reserve  Act  of  1934  (31 
U.S.C.  408a)  which  prohibited,  with  certain  exceptions,  the  redemp¬ 
tion  of  currency  in  gold,  by  eliminating  (1)  the  requirement  that  the 
reserve  for  U.S.  notes  and  for  Treasury  notes  of  1890  be  maintained 
in  gold  bullion,  and  (2)  the  requirement  that  the  reserve  for  Federal 
Reserve  notes  be  maintained  in  gold  certificates  or  in  credits  payable 
in  gold  certificates  maintained  with  the  Treasurer  of  the  United  States 
under  the  provisions  of  the  fourth  paragraph  of  section  16  of  the  Fed¬ 
eral  Reserve  Act  (12  U.S.C.  414)  (which  is  repealed  by  section  4  of 
S.  2857). 

Section  9  amended  subsection  (a)  of  section  43  of  the  act  of  May  12, 
1933  (31  U.S.C.  821(a)),  to  delete  reference  to  the  graduated  tax  and 
the  automatic  increase  in  the  interest  and  discount  rates  provided  in 
section  11(c)  of  the  Federal  Reserve  Act  (12  U.S.C.  248(c))  (which 
is  repealed  by  sec.  1  of  S.  2857). 

Section  10  repealed  section  2  of  the  act  of  July  14,  1890,  and  section 
2  of  the  act  of  March  14,  1900,  as  amended  (31  U.S.C.  408),  which 
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(1)  provide  for  redemption  of  U.S.  notes  and  Treasury  notes  of  1890 
in  gold  coin,  and  (2)  direct  the  Secretary  of  the  Treasury  to  establish 
and  maintain  a  reserve  fund  of  $150  million  in  gold  coin  and  bullion 
to  be  used  for  the  redemption  of  such  U.S.  notes  and  Treasury  notes. 

Section  11  amended  section  7  of  the  act  of  January  30,  1934  (31 
U.S.C.  408b),  which  provided  for  an  adjustment  in  the  gold  reserve 
when  the  weight  of  the  gold  dollar  is  increased  or  decreased,  by  deleting 
references  to  the  reserve  for  U.S.  notes  and  for  Treasury  notes  of  1890 
(which  is  repealed  by  sec.  10  of  the  bill). 

Section  12  amended  sec.  14(c)  of  the  Gold  Reserve  Act  of  1934 
(31  U.S.C.  405b)  which  authorized  the  issuance  of  gold  certificates 
against  any  gold  held  by  the  Treasurer  of  the  United  States,  except 
the  gold  fund  held  as  a  reserve  for  U.S.  notes  and  Treasury  notes  of 
1890,  by  deleting  the  reference  to  the  gold  fund  held  as  reserve  for 
U.S.  notes  and  Treasury  notes  of  1890  (which  is  repealed  by  sec.  10). 


TRUTH  IN  LENDING 
[S.  5] 

[Public  Law  90-321,  approved  May  29,  1968] 

To  safeguard  the  consumer  in  connection  with  the  utilization  of  credit  by  requiring 
full  disclosure  of  the  terms  and  conditions  of  finance  charges  in  credit  transac¬ 
tions  or  in  offers  to  extend  credit;  by  restricting  the  garnishment  of  wages;  and 
by  creating  the  National  Commission  on  Consumer  Finance  to  study  and  make 
recommendations  on  the  need  for  further  regulation  of  the  consumer  finance 
industry,  and  for  other  purposes 

Purpose  of  Legislation 

The  basic  purpose  of  the  Truth-in-Lending  Act  is  to  provide  a  full 
disclosure  of  credit  charges  to  the  American  consumer.  The  act  does 
not  regulate  the  credit  industry  nor  does  it  prescribe  ceilings  on  credit 
charges.  Instead  it  requires  the  full  disclosure  on  credit  charges  be 
made  so  that  the  consumer  can  decide  for  himself  if  the  charge  is 
reasonable.  For  most  credit  transactions,  creditors  would  be  required 
to  disclose  the  total  cost  of  credit.  The  cost  would  be  expressed  both 
in  dollars  and  cents  and  as  an  annual  percentage  rate.  The  information 
must  be  disclosed  at  the  time  of  each  transaction.  Moreover,  creditors 
who  advertise  credit  terms  will  be  required  to  fully  disclose  all  relevant 
credit  information  in  the  advertisement. 

In  addition,  the  act  places  limitations  on  wage  garnishments.  It 
provides  new  authorities  to  the  Justice  Department  for  the  prosecu¬ 
tion  of  loan  sharks.  And  it  establishes  a  National  Commission  on 
Consumer  Finance  to  study  the  credit  industry  and  recommend  such 
additional  legislation  as  may  be  desirable. 

History  of  Legislation 

Legislation  was  first  introduced  in  the  Senate  on  January  7,  1960 
(S.  2755),  by  former  Senator  Paul  H.  Douglas.  Similar  legislation  has 
been  introduced  in  each  Congress  since  that  time  (S.  1740  (Mr. 
Douglas),  April  27,  1961;  S.  750  (Mr.  Douglas),  February  7,  1963; 
S.  2275  (Mr.  Douglas),  July  12,  1965).  Hearings  were  held  by  the 
committee  on  each  of  these  bills,  except  for  S.  2275. 
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On  January  11,  1967,  a  truth-in-lending  bill,  S.  5,  was  introduced 
by  Senator  Proxmire.  Hearings  were  held  before  the  Financial  In¬ 
stitutions  Subcommittee  on  April  13,  17,  18,  19,  20,  21,  and  May  10, 
1967.  The  bill  was  reported  from  the  subcommittee  on  June  23,  1967, 
and  from  the  full  committee  on  June  29,  1967  (S.  Rept.  392),  by 
Mr.  Proxmire.  The  bill  passed  the  Senate  on  July  11,  1967. 

Hearings  were  held  on  various  truth-in-lending  bills  before  the 
House  Banking  and  Currency  Committee  on  August  7,  8,  9,  10,  11, 
15,  16,  17,  and  18,  1967.  H.R.  11601  was  reported  by  the  House 
Banking  and  Currency  Committee  on  December  13,  1967  (H.  Rept. 
1040). 

The  House  of  Representatives  considered  H.R.  11601  on  January 
30,  31,  and  February  1.  After  passing  H.R.  11601  on  February  1,  1968, 
with  several  amendments,  the  House  substituted  its  language  for  the 
previously  passed  Senate  bill — S.  5. 

A  joint  Senate-House  conference  committee  met  on  April  9,  10,  and 
30,  and  May  14  and  15,  1968.  Agreement  was  reached  on  May  15,  and 
on  May  20,  1968,  the  conference  report  was  filed.  The  report  was 
agreed  to  by  both  Houses  on  May  22.  The  legislation  was  signed  into 
law  on  May  29,  1968. 

Digest  of  Statute 
title  i 

Title  I  is  basically  the  original  Truth  in  Lending  Act.  It  is  important 
to  remember  that  truth  in  lending  is  a  disclosure  law.  It  does  not  regu¬ 
late  the  amount  of  interest,  credit  charges,  or  other  financial  practices 
in  the  consumer  credit  industry.  It  merely  requires  that  all  of  the  costs 
of  credit,  with  certain  exceptions,  must  be  disclosed  to  the  consumer  as 
a  single  annual  percentage  rate.  It  is  hoped  that  this  will  enable  the 
consumer  to  shop  for  the  credit  most  suitable  to  his  needs  by  providing 
a  uniform  standard  for  credit  costs  rather  than  the  confusion  caused  by 
different  methods  of  computation  such  as  add-ons,  discounts,  minimum 
charges,  other  charges  and  the  like  which  are  sometimes  expressed 
as  percentage  rates  and  sometimes  expressed  as  dollar  charges. 

In  general  the  bill  provides  that  the  total  cost  of  credit  must  be 
disclosed  to  the  consumer  as  an  annual  percentage  rate.  However, 
there  are  several  exceptions  to,  and  exemptions  from,  this  requirement. 
Business  and  commercial  credit  transactions  are  not  covered.  Trans¬ 
actions  in  regulated  securities  and  commodities  are  not  covered.  Non- 
real  property  transactions  in  excess  of  $25,000  are  not  covered.  Finally, 
public  utility  tariffs  regulated  by  State  agencies  are  not  covered. 

Charges  and  premiums  for  credit  life  and  accident  and  health  insur¬ 
ance  need  not  be  included  in  the  annual  percentage  rate  if  this  insur¬ 
ance  is  not  a  factor  in  the  approval  of  the  credit.  Thus,  if  credit  life  and 
health  and  accident  insurance  are  optional  services  provided  by  the 
lender,  then  the  lender  need  not  include  these  insurance  charges  in  the 
annual  percentage  rate.  Automobile  and  casualty  insurance  premiums 
need  not  be  included  in  the  annual  rate  if  the  consumer  is  advised  that 
he  may  choose  to  purchase  such  insurance  from  persons  other  than  the 
lender. 

mortgage  transactions 

The  law  applies  to  all  real  property  mortgage  transactions.  How¬ 
ever,  the  lender  need  not  disclose  the  full  dollar  cost  of  a  first  mort- 
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gage  pursuant  to  a  home  purchase.  Taxes  and  official  fees  do  not  have 
to  be  included  in  the  annual  percentage  rate.  Normal  settlement  fees 
do  not  have  to  be  included  if  they  are  separately  disclosed  to  the 
purchaser.  These  settlement  fees  include  title  examination,  insurance, 
fees  for  preparation  of  deeds  and  other  documents,  escrows  for  future 
payment  of  taxes  and  insurance,  notary  fees,  appraisal  fees,  and  credit 
report  fees. 

The  law  applies  to  all  consumer  credit  transactions  whether  they 
involve  installment  purchases  or  loans  or  open-end  credit  plans,  such 
as  revolving  charge  plans.  A  flat  minimum  charge  need  not  be  included 
in  the  computation  of  the  annual  rate  if  the  charges  do  not  exceed 
specific  amounts.  In  the  case  of  revolving  credit  plans,  minimum 
charges  of  50  cents  a  month  or  less  need  not  be  included.  In  installment 
transactions  of  less  than  $75,  a  total  finance  charge  of  $5  or  less  need 
not  be  included.  If  the  transaction  is  $75  or  more  then  the  minimum 
amount  is  $7.50. 

Finally,  title  I  regulates  credit  advertising.  Briefly,  it  provides  that 
if  an  advertiser  mentions  a  single  credit  term  in  his  advertisement  then 
he  must  make  full  disclosure,  which  includes  the  dollar  amount  of  the 
finance  charge,  the  finance  charge  expressed  as  an  annual  percentage 
rate,  the  down  payment  if  any,  the  number,  amount,  and  due  dates  of 
the  payments. 

TITLE  II 

This  title  outlaws  extortionate  credit  transactions,  sometimes  known 
as  loan  sharking,  and  provides  for  stiff  criminal  penalties  for  its  viola¬ 
tion.  An  extortionate  extension  of  credit  is  defined  as  one  where  the 
understanding  of  the  creditor  and  the  debtor  is  that  violence  or  other 
criminal  means  will  be  employed  to  insure  its  collection. 

TITLE  III - GARNISHMENTS 

This  title  deals  with  the  garnishment  of  wages  and  is  the  first 
Federal  legislation  in  this  field.  The  new  Federal  law  provides  that 
75  percent  of  an  employees  wages,  after  taxes  and  other  legally  re¬ 
quired  deductions,  shall  be  exempt  from  garnishments.  There  is  a  $48 
floor.  This  means  that  the  garnishment  will  not  apply  to  that  portion 
of  an  employee’s  earnings  which  are  $48  a  week  or  less.  In  other  words, 
the  law  guarantees  $48  a  week  take  home  pay  which  cannot  be  subject 
to  garnishment.  The  $48  floor  is  determined  by  multiplying  the 
Federal  minimum  wage  by  30.  Thus  the  floor  will  increase  over  time 
as  the  Federal  minimum  wage  is  increased.  The  Federal  law  does  not 
apply  where  State  laws  contain  similar  or  less  restrictive  provisions. 

TITLE  IV - THE  COMMISSION  ON  CONSUMER  FINANCE 

This  Commission  will  be  composed  of  three  Members  of  the  House 
of  Representatives,  three  Members  of  the  Senate,  and  three  public 
members  appointed  by  the  President.  The  Commission  is  charged 
with  an  overall  study  of  consumer  credit  practices  in  this  country, 
and  must  make  its  report  and  recommendations  to  the  Congress  by 
January  1,  1971.  The  law  specifically  asks  for  a  recommendation  as 
to  the  advisability  or  Federal  chartering  of  consumer  finance  com¬ 
panies. 
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TITLE  V - MISCELLANEOUS  PROVISIONS 

Title  V  provides  that  the  disclosure  provisions  shall  become  effective 
on  July  1,  1969,  and  the  garnishment  provisions  are  effective  July  1, 
1970.  All  other  provisions  are  effective  as  of  the  date  of  enactment. 
The  enforcement  of  the  law  is  to  be  handled  by  various  Government 
agencies.  The  Federal  Reserve  Board  has  general  regulatory  authority 
and  supervisory  functions  with  regard  to  the  disclosure  provisions. 
However,  actual  enforcement  is  left  to  the  appropriate  Government 
agency.  The  Comptroller  of  Currency  is  responsible  for  national  banks, 
the  Federal  Reserve  Board  for  enforcement  over  its  member  banks, 
the  Federal  Home  Loan  Bank  Board  for  institutions  under  its  juris¬ 
dictions,  the  Bureau  of  Federal  Credit  Unions  over  credit  unions, 
the  CAB  over  air  carriers  and  so  on.  The  Secretary  of  Labor  has 
enforcement  responsibility  for  the  garnishment  provisions  and,  of 
course,  the  Department  of  Justice  for  the  loan-sharking  provisions. 


PAYROLL  SAVINGS  DEDUCTIONS  FOR  FEDERAL 

EMPLOYEES 

[H.R.  6157] 

[Public  Law  90-365,  approved  June  29,  1968] 

To  amend  section  3620  of  the  Revised  Statutes  with  respect  to  payroll  deductions 

for  Federal  employees 

Purpose  of  Legislation 

The  purpose  of  Public  Law  90-365  is  to  permit  Federal  employees 
to  save  through  the  payroll  savings  plan.  The  statute  permits  Federal 
employees  to  have  up  to  two  payroll  deductions  for  deposit  with 
commercial  banks,  savings  banks,  credit  unions,  or  savings  and  loan 
associations.  The  statute  also  permits  the  remainder  of  an  employee’s 
check  to  be  deposited  in  a  checking  account  or  other  savings  account. 
The  Government  will  be  reimbursed  for  the  additional  cost  of  pro¬ 
viding  the  payroll  deductions  by  the  financial  institution  receiving 
the  deduction.  The  system  will  be  administered  pursuant  to  regula¬ 
tions  prescribed  by  the  Secretary  of  the  Treasury. 

History  of  Legislation 

A  payroll  deduction  bill  applicable  only  to  Federal  credit  unions 
(S.  1084)  was  introduced  by  Senator  John  Sparkman  on  February  27, 
1967.  The  bill  was  referred  to  the  Committee  on  Banking  and  Cur¬ 
rency,  and  hearings  were  held  before  the  Subcommittee  on  Financial 
Institutions  on  July  11,  1967.  The  committee  expanded  the  bill  by 
authorizing  payroll  deductions  for  other  depository-type  financial 
institutions  such  as  commercial  banks,  savings  banks,  and  savings 
and  loan  associations.  The  committee  also  permitted  payroll  savings 
deductions  for  two  depository  institutions  instead  of  one.  The  com¬ 
mittee  reported  the  bill  as  amended  on  October  9,  1967,  and  the  bill 
passed  the  Senate  on  October  11. 

The  House  Committee  on  Banking  and  Currency  held  hearings  on 
November  3  on  H.R.  6157,  a  payroll  deduction  bill  which  applied 
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only  to  the  Federal  credit  unions.  The  House  committee  reported  the 
bill  on  November  7,  1967,  and  it  passed  the  House  on  February  5, 
1968.  It  was  referred  to  the  Senate  Committee  on  Banking  and 
Currency  on  February  6.  On  June  11,  1968,  the  Senate  committee 
considered  H.R.  6157  in  executive  session  and  approved  an  amend¬ 
ment  deleting  the  House  language  and  substituting  the  provisions  of 
the  previously  passed  Senate  bill  (S.  1084).  As  amended,  H.R.  6157 
thus  authorized  payroll  deductions  for  all  depository- type  finan¬ 
cial  institutions.  Because  of  the  unique  problems  of  the  House- 
Senate  payroll  system,  an  additional  amendment  was  approved 
removing  House  and  Senate  employees  from  the  scope  of  the  bill.  This 
bill,  as  amended,  was  reported  by  the  Senate  Committee  on  Banking 
and  Currency  on  June  12,  1968,  and  agreed  to  by  the  Senate  on 
June  13,  1968.  On  June  17,  1968,  the  House  agreed  to  the  Senate 
amendments  and  on  June  29,  the  bill  was  signed  into  Law. 

Digest  of  Statute 

Public  Law  90-365  amends  section  3620  of  the  Revised  Statutes, 
as  amended  (31  U.S.C.  492).  The  legislation  provides  that  the  heads 
of  Federal  agencies  shall  authorize  payroll  savings  deductions  when 
requested  by  a  Federal  employee. 

The  employee  would  be  entitled  to  two  automatic  payroll  savings 
deductions  which  would  be  sent  by  the  agency  directly  to  the  savings 
institution  designated  by  the  employee.  Eligible  savings  institutions 
include  credit  unions,  savings  banks,  savings  and  loan  associations, 
and  commercial  banks. 

In  addition,  if  the  employee  so  requests,  the  heads  of  Federal 
agencies  are  required  to  send  the  remainder  of  the  employee’s  check 
to  a  third  financial  institution  designated  by  the  employee. 

The  legislation  also  requires  that  the  Federal  agency  be  reimbursed 
for  the  additional  cost  of  providing  payroll  savings  deductions.  When 
an  employee  elects  to  have  his  check  sent  to  two  or  three  savings 
institutions,  the  Federal  agency  shall  be  reimbursed  for  the  additional 
cost  of  processing  the  one  or  two  checks  in  the  smallest  amount. 

For  purposes  of  the  legislation,  “agency”  means  any  department, 
agency,  independent  establishment,  or  other  establishment  in  the 
executive,  legislative  (except  the  Senate  and  House  of  Representa¬ 
tives),  or  judicial  branch,  any  wholly  owned  or  controlled  Government 
corporation,  and  the  municipal  government  of  the  District  of  Columbia. 


SAVINGS  AND  LOAN  HOLDING  COMPANIES 

[S.  1542] 

[Public  Law  90-255,  approved  February  14,  1968] 

To  amend  section  408  of  the  National  Housing  Act,  as  amended,  to  provide  for 
the  regulation  of  savings  and  loan  holding  companies  and  subsidiary  companies 

Purpose  of  Legislation 


The  purpose  of  Public  Law  90-255,  is  to  provide  the  Federal  Savings 
and  Loan  Insurance  Corporation,  which  is  administered  by  the  Federal 
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Home  Loan  Bank  Board,  with  additional  authority  over  the  activities 
of  savings  and  loan  holding  companies.  The  legislation  provides  for  the 
registration  of  holding  companies  and  would  require  periodic  reports 
to  be  filed  with  the  Federal  Home  Loan  Bank  Board.  The  Board  is 
also  given  additional  authority  to  examine  and  investigate  the  activi¬ 
ties  of  savings  and  loan  holding  companies. 

The  legislation  also  tightens  up  several  potential  loopholes  in  exist¬ 
ing  law  which  restrict  financial  transactions  between  subsidiary  savings 
and  loan  associations  and  the  parent  holding  company  or  its  affiliates. 

The  legislation  guards  against  potential  conflicts  of  interest  by 
requiring  holding  companies  which  control  two  or  more  associations 
to  divest  themselves  of  activities  unrelated  to  the  savings  and  loan 
business.  In  addition,  the  Federal  Home  Loan  Bank  Board  is  given 
authority  to  control  the  debt  structure  of  savings  and  loan  holding 
companies  predominantly  in  the  savings  and  loan  business.  The  pur¬ 
pose  of  this  control  is  to  prevent  an  excessive  holding  company  debt 
structure  from  exerting  undue  pressure  for  dividend  payments  on  the 
part  of  the  subsidiary  savings  and  loan  associations. 

Finally,  future  interstate  holding  companies  are  prohibited,  although 
existing  interstate  holding  companies  are  permitted  to  retain  their 
present  associations. 

History  of  Legislation 

The  existing  law  on  savings  and  loan  holding  companies  was  passed 
in  1959  and  was  regarded  as  a  temporary  measure  until  the  Congress 
could  evolve  a  permanent  policy  on  savings  and  loan  holding  com¬ 
panies.  The  1959  law  (the  Spence  Act,  sec.  408  of  the  National  Housing 
Act,  12  U.S.C.  1730a)  froze  existing  holding  companies  at  their  present 
level.  Holding  companies  were  prohibited  from  acquiring  additional 
savings  and  loan  associations  although  new  holding  companies  could  be 
formed  to  control  one  association. 

In  addition,  the  Spence  Act  prohibited  certain  financial  transactions 
between  the  associations  and  the  parent  holding  company  or  its  sub¬ 
sidiaries.  A  subsidiary  association  was  prohibited  from  investing  in 
securities  of  the  parent  holding  company  or  its  subsidiaries;  accepting 
such  securities  as  collateral  for  loans  to  third  parties;  purchasing  such 
securities  under  repurchase  agreements;  or  otherwise  extending  credit 
to  the  holding  company  or  its  subsidiaries. 

Section  408(g)  (2)  of  the  Spence  Act  required  the  Federal  Home  Loan 
Bank  Board  to  conduct  a  comprehensive  survey  of  the  savings  and 
loan  holding  company  industry  and  to  report  to  the  Congress  within 
1  year  as  to  the  need  for  and  feasibility  of  additional  legislation  in  the 
holding  company  area.  In  response  to  this  requirement,  the  Board 
reported  to  the  Congress  on  May  31, 1960,  and  recommended  in  general 
terms  a  number  of  provisions  to  strengthen  the  Spence  Act. 

Legislation  to  implement  these  recommendations  was  prepared  by 
the  Board  and  introduced  in  the  88th  Congress— S.  3244 — and  the 
89th  Congress — S.  2329.  Hearings  were  not  scheduled  on  these  bills. 

The  President,  in  his  Economic  Report  for  1966  and  1967,  recom¬ 
mended  stronger  regulation  of  the  savings  and  loan  holding  com¬ 
panies.  Accordingly  on  April  14,  1967,  the  Chairman  of  the  Federal 
Home  Loan  Bank  Board,  Mr.  John  E.  Horne,  transmitted  a  bill  to 
the  Congress  with  advice  from  the  Bureau  of  the  Budget  that  enact- 
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ment  of  the  proposed  legislation  would  be  in  accord  with  the  program 
of  the  President.  S.  1542,  was  introduced,  by  request,  by  Senator 
Sparkman  on  April  14,  1967.  Hearings  were  held  before  the  full 
Banking  and  Currency  Committee  on  June  5,  6,  and  7,  1967.  The 
bill  was  reported  to  the  Senate  by  Senator  Proxmire  on  June  23,  1967 
(S.  Rept.  354),  and  it  was  passed  by  the  Senate  on  June  26,  1967. 
The  House  Banking  and  Currency  Committee  reported  a  similar  bill 
on  December  6,  1967 

The  legislation  was  passed  by  the  House  of  Representatives  on 
January  23,  1968.  The  Senate  concurred  in  the  House  amendments  on 
January  30.  1968,  and  on  February  14,  1968,  the  legislation  was  signed 
into  law. 

Digest  of  Statute 

Section  408  of  the  National  Housing  Act  (12  U.S.C.  1730a)  is 
amended  as  follows: 

Subsection  ( a ) — Definitions. — (1)  As  defined  in  the  previous  statute, 
the  term  “company”  includes  any  corporation,  business  trust,  associ¬ 
ation,  or  similar  organization.  Under  the  new  legislation,  a  “company” 
would  be  defined  as  “any  corporation,  partnership,  trust,  joint-stock 
company,  or  similar  organization”. 

Control  of  one  insured  institution  by  any  company  would  make 
that  company  a  “savings  and  loan  holding  company”  under  the 
legislation. 

Any  savings  and  loan  holding  company  that  controls  two  or  more 
insured  institutions  is  a  “multiple  savings  and  loan  holding  company” ; 
and  a  “diversified  savings  and  loan  holding  company”  is  any  savings 
and  loan  holding  company  whose  subsidiary  insured  institution  and 
related  activities,  as  permitted  under  paragraph  (2)  of  subsection  (c) 
of  the  act,  represented  less  than  50  percent  of  its  consolidated  net 
worth  at  the  close  of  the  preceding  fiscal  year  and  of  its  consolidated 
net  earnings  for  such  fiscal  year,  as  determined  in  accordance  with 
regulations  issued  by  the  Federal  Savings  and  Loan  Insurance  Cor¬ 
poration  (“Corporation”). 

A  “subsidiary”  is  defined  as  any  company  which  is  controlled 
by  a  “person”  (i.e.,  an  individual  or  a  company)  or  by  a  company 
which  is  a  subsidiary  of  such  person.  Any  person  which  controls,  is 
controlled  by,  or  is  under  common  control  with,  an  insured  institution 
would  be  an  “affiliate”  of  that  institution. 

(2)  The  definition  of  “control”  in  the  Act  is  more  comprehensive, 
but  requires  a  higher  percentage  of  stock  ownership,  than  the  defini¬ 
tion  in  the  previous  statute.  Under  the  act  a  person  would  be  deemed 
to  have  “control”  of  an  insured  institution  or  other  company,  if  the 
person  directly  or  indirectly  or  acting  in  concert  with  one  or  more 
other  persons,  or  through  one  or  more  subsidiaries,  (A)  owns,  con¬ 
trols,  or  holds  with  power  to  vote,  or  holds  proxies  representing, 
more  than  25  percent  of  the  voting  shares  of  such  insured  institution, 
or  controls  in  any  manner  the  election  of  a  majority  of  the  directors 
of  such  institution,  or  (B)  owns,  controls,  or  holds  with  power  to 
vote,  or  holds  proxies  representing,  more  than  25  percent  of  the  voting 
shares  or  rights  of  such  other  company,  or  controls  in  any  manner  the 
election  or  appointment  of  a  majority  of  the  directors  or  trustees  of 
such  other  company,  or  is  a  general  partner  in  or  has  contributed 
more  than  25  percent  of  the  capital  of  such  other  company.  As  used 
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in  the  definition  of  “control”,  the  term  “acting  in  concert”  presupposes 
an  agreement  or  understanding,  written  or  tacit,  of  the  parties. 

As  under  the  previous  statute,  a  person  would  also  be  deemed  to 
have  control  of  an  insured  institution  or  any  other  company  if  the 
Corporation  determines,  after  notice  and  opportunity  for  hearing, 
that  such  person  exercises  a  controlling  influence  over  the  management 
or  policies  of  such  institution  or  other  company.  Moreover,  a  person 
who  is  the  trustee  of  a  trust  would  be  deemed  to  have  control  of  the 
trust. 

(3)  Exemptions  from  coverage  as  savings  and  loan  holding  com¬ 
panies  are  also  provided  for  (A)  companies  controlling  an  insured 
institution  in  connection  with  the  underwriting  of  securities,  if  such 
control  is  held  for  120  days  or  less,  unless  such  period  is  extended  by 
the  Corporation,  and  (B)  any  short-term  trust  (other  than  a  pension, 
profit-sharing,  shareholders’,  or  voting  trust)  if  such  trust  by  its  terms 
must  terminate  within  25  years  or  not  later  than  21  years  and  10 
months  after  the  death  of  individuals  living  on  the  effective  date  of  the 
trust  and  is  (i)  in  existence  on  June  26,  1967,  or  (ii)  a  testamentary 
trust  created  on  or  after  June  26,  1967.  The  prescription  as  to  the 
limited  term  of  the  trust  is  taken  from  the  Bank  Holding  Company 
Act  (12  U.S.C.  1841(b)). 

Subsection  (6) — Registration  and  examination. — Within  180  days 
after  enactment  of  the  proposed  bill,  or  within  90  days  after  becoming 
a  savings  and  loan  holding  company,  whichever  is  later,  each  holding 
company  is  required  to  register  with  the  Corporation  and  to  furnish 
such  information  with  respect  to  its  financial  condition,  ownership, 
operations,  management,  and  intercompany  relationships  as  the 
Corporation  may  require. 

In  addition,  each  holding  company  and  subsidiary  thereof  is  re¬ 
quired  to  file  financial  reports  with  the  Corporation  and  the  Federal 
Home  Loan  Bank  of  the  district  in  which  its  principal  office  is  located, 
and  to  maintain  such  books  and  records  as  the  Corporation  my  require. 
Moreover,  each  holding  company  and  subsidiary  thereof  is  subject  to 
such  examinations  as  the  Corporation  may  prescribe.  To  the  extent 
deemed  feasible,  the  Corporation  would  use  examination  or  other 
reports  filed  with  or  made  by  other  Federal  agencies  or  State  super¬ 
visory  authorities. 

The  Corporation’s  authority  under  paragraph  (5)  of  subsection  (b) 
to  require  the  irrevocable  appointment  of  agents  for  service  of  process 
is  intended  to  enable  the  Corporation  to  obtain  jurisdiction  over  any 
foreign  based  savings  and  loan  holding  company,  and  not  to  require 
needless  appointments  of  such  agents  by  domestic  holding  companies 
or  persons  connected  with  noncorporate  holding  companies  within 
the  jurisdiction  of  the  United  States. 

Subsection  (c) — Holding  company  activities. — This  subsection  restricts 
the  nature  of  the  activities  or  business  which  could  be  conducted  by 
savings  and  loan  holding  companies.  Specifically,  the  act  prohibits — 

(1)  Any  holding  company,  or  subsidiary  thereof  which  is  not 
an  insured  institution,  from  engaging,  for  or  on  behalf  of  a  sub¬ 
sidiary  insured  institution,  in  any  activity  or  rendering  any  service 
for  the  purpose  or  with  the  effect  of  evading  law  or  regulation 
applicable  to  such  insured  institution;  or 

(2)  Any  multiple  savings  and  loan  holding  company,  or 
subsidiary  thereof  which  is  not  an  insured  institution,  from  com- 
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mencing,  or  continuing  for  more  than  2  years  after  the  enactment 
of  the  bill,  or  for  more  than  180  days  after  becoming  a  savings 
and  loan  holding  company  or  subsidiary  thereof  (whichever  is 
later),  any  business  activity  other  than  (A)  furnishing  or  perform¬ 
ing  management  services  for  a  subsidiary  insured  institution, 

(B)  conducting  an  insurance  agency  or  an  escrow  business, 

(C)  holding  or  managing  or  liquidating  assets  owned  by  or 
acquired  from  a  subsidiary  insured  institution,  (D)  holding  or 
managing  properties  used  or  occupied  by  a  subsidiary  insured 
institution,  (E)  acting  as  trustee  under  deed  of  trust,  or  (F)  furn¬ 
ishing  or  performing  such  other  services  or  engaging  in  such  other 
activities  as  the  Corporation  may  prescribe  by  regulation  as  being 
a  proper  incident  to  the  operations  of  insured  institutions  and  not 
detrimental  to  the  interests  of  savings  account  holders  therein. 
Upon  a  showing  a  good  cause,  the  Corporation  could  extend, 
from  year  to  year,  the  time  for  compliance  with  the  above- 
mentioned  provisions  for  an  additional  period  not  exceeding 
3  years. 

Subsection  (d) — Prohibited  transactions. — Subsection  (d)  of  the  act 
is  designed  to  curb  transactions  between  an  insured  institution  in  a 
holding  company  chain  and  any  of  its  affiliates.  Accordingly,  it  is 
unlawful  for  a  controlled  insured  institution  to  ( 1)  invest  its  funds 
in  the  stock,  bonds,  debentures,  notes,  or  other  obligations  of  any 
affiliate  (other  than  a  service  corporation  as  authorized  by  law);  (2) 
accept  the  stock,  bonds,  debentures,  notes,  or  other  obligations  of  any 
affiliate  as  collateral  security  for  an}^  loan  made  by  the  institution; 
(3)  purchase  securities  or  other  assets  or  obligations  under  repurchase 
agreement  from  any  affiliate;  (4)  make  any  loan  or  extend  credit  to 
any  affiliate,  except  in  a  transaction  authorized  by  subparagraph 
(A)  of  paragraph  (6)  of  subsection  (d),  or  to  any  third  party  on  the 
security  of  any  property  acquired  from  any  affiliate,  or  with  knowledge 
that  the  loan  proceeds  are  to  be  paid  over  to  or  utilized  for  the  benefit 
of  any  affiliate;  or  (5)  guarantee  the  repayment  of  or  maintain  com¬ 
pensating  balances  for  any  loan  to  any  affiliate  by  any  third  party. 

Paragraph  (6)  of  subsection  (d)  regulates  transactions  which  could 
result  in  the  use  of  insured  institutions  for  the  benefit  of  their  affiliates 
through  devices  such  as  management  or  service  contracts  of  the  pur¬ 
chase  or  sale  of  assets.  Thus,  except  with  the  prior  approval  of  the 
Corporation,  it  is  unlawful  for  any  subsidiary  insured  institution — 

(A)  To  engage  in  any  transaction  with  any  affiliate  involving 
the  purchase,  sale,  or  lease  of  property  or  assets  in  any  case  where 
the  amount  of  the  consideration  involved  when  added  to  the 
aggregate  amount  of  the  consideration  given  or  received  by  such 
institution  for  all  such  transactions  during  the  preceding  12- 
month  period  exceeds  the  lesser  of  $100,000  or  0.1  percent  of  the 
institution’s  total  assets  at  the  end  of  the  preceding  fiscal  year;  or 

(B)  To  enter  into  any  agreement  under  which  any  affiliate  is 
to  (i)  render  management  or  advertising  services  for  the  institu¬ 
tion,  (ii)  serve  as  a  consultant,  adviser,  or  agent  for  any  phase  of 
the  operations  of  the  institution,  or  (iii)  render  services  of  any 
other  nature  for  the  institution,  other  than  those  which  may  be 
exempted  by  regulation  or  order  of  the  Corporation,  unless  the 
aggregate  amount  of  the  consideration  required  to  be  paid  by 
such  institution  in  the  future  under  all  such  existing  agreements 
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cannot  exceed  the  lesser  of  $100,000  or  0.1  percent  of  the  institu¬ 
tion’s  total  assets  at  the  end  of  the  preceding  fiscal  year;  or 
(C)  Make  any  payment  to  any  affiliate  under  any  agreement 
referred  to  in  (B)  above  where  the  institution  has  previously  paid 
to  affiliates  during  the  preceding  12-month  period,  pursuant  to 
any  such  agreement,  an  amount  aggregating  in  excess  of  the 
lesser  of  $100,000  or  0.1  percent  of  the  institution’s  total  assets 
at  the  end  of  the  preceding  fiscal  year. 

Subsection  ( e ) — -Acquisitions. — The  act  controls  holding  company 
expansion  by  requiring  Corporation  approval  for  all  additional  holding 
company  acquisitions  of  insured  institutions,  whether  by  purchase 
of  stock  or  assets,  merger,  or  consolidation: 

(1) (A)  Under  this  paragraph,  it  is  unlawful  for  any  savings  and 
loan  holding  company  or  subsidiary  thereof  (i)  to  acquire,  except 
with  prior  approval  of  the  Corporation,  control  of  an  insured  institu¬ 
tion  or  a  savings  and  loan  holding  company,  or  to  retain  control  of 
such  an  institution  or  company  acquired  or  retained  in  violation  of 
section  408  as  heretofore  or  hereafter  in  effect,  (ii)  to  acquire,  except 
with  prior  approval  of  the  Corporation,  by  the  process  of  merger, 
consolidation,  or  purchase  of  assets,  another  insured  or  uninsured 
institution  or  a  savings  and  loan  holding  company,  or  all  or  substan¬ 
tially  all  of  the  assets  of  any  such  institution  or  holding  company, 
(iii)  to  acquire  by  purchase  or  otherwise,  or  to  retain  for  more  than 
1  year  after  the  enactment  of  the  bill,  any  of  the  voting  shares  of  an 
insured  institution  or  a  savings  and  loan  holding  company,  not  a 
subsidiary,  or,  in  the  case  of  a  multiple  savings  and  loan  holding 
company,  more  than  5  percent  of  the  voting  shares  of  any  company 
not  a  subsidiary  which  is  engaged  in  any  business  activity  other  than 
those  specified  in  paragraph  (2)  of  subsection  (c)  of  the  bill,  or  (iv)  to 
acquire,  or  to  retain  for  more  than  1  year,  control  of  an  unins ured 
institution. 

(B)  Any  company  (not  a  savings  and  loan  holding  company)  is 
prohibited,  except  with  prior  approval  of  the  Corporation,  from 
acquiring  control  of  one  or  more  insured  institutions.  This  provision 
is  designed  to  control  the  creation  of  any  new  unitary  or  multiple 
holding  company  s3rstems. 

However,  such  approval  is  not  required  in  connection  with  control 
of  an  insured  institution  acquired  by  (i)  devise  under  the  terms  of  a 
will  creating  a  trust  which  is  excluded  from  the  definition  of  “savings 
and  loan  holding  company”  or  (ii)  a  “reorganization”  whereby  an 
ownership  group  that  had  been  in  existence  for  a  substantial  period  of 
time  vests  its  control  in  a  newly  formed  holding  company. 

The  Corporation  is  required  to  approve  an  acquisition  of  an  insured 
institution  under  subparagraph  (B)  unless  it  finds  that  the  financial 
and  managerial  resources  of  the  company  and  institution  involved  to 
be  such  that  the  acquisition  would  be  detrimental  to  the  institution 
and  to  the  Corporation. 

(2)  In  acting  upon  applications  for  approval  of  proposed  acquisi¬ 
tions  under  subparagraphs  (A)(i),  (A)(ii),  and  multiple  acquisitions 
under  subparagraph  (B)  of  paragraph  (1)  of  subsection  (e),  the 
Corporation  shall  take  into  consideration  the  financial  and  managerial 
resources  and  future  prospects  of  the  company  and  institution  in¬ 
volved,  and  the  convenience  and  needs  of  the  community  to  be  served. 
The  Corporation  is  required  to  render  its  decision  within  90  days  after 
submission  to  the  Board  of  the  complete  record  on  the  application. 
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However,  approval  of  any  acquisition  would  not  be  given  for  30  days 
after  receipt  of  an  application  for  approval  thereof,  to  provide  the 
Attorney  General  with  an  opportunity  to  report  on  the  competitive 
factors  involved. 

As  in  the  case  of  the  Bank  Merger  Act  and  the  Bank  Holding 
Company  Act,  no  proposed  acquisition  could  be  approved  if  the 
Corporation  found  that  it  would  violate  the  antimonopoly  provisions 
of  section  2  of  the  Sherman  Act,  or  the  anticompetitive  provisions  of 
section  7  of  the  Clayton  Act,  unless  the  Corporation  found  that  the 
anticompetitive  effects  of  the  acquisition  would  be  clearly  outweighed 
in  the  public  interest  by  the  probable  effect  of  the  acquisition  in 
meeting  the  convenience  and  needs  of  the  community  to  be  served. 

(3)  No  acquisition  could  be  approved  by  the  Corporation  which 
would  (A)  result  in  the  formation  of  a  savings  and  loan  holding  com¬ 
pany  controlling  insured  institutions  in  more  than  one  State,  or  (B)  en¬ 
able  an  existing  multiple  savings  and  loan  holding  company  to  acquire 
an  insured  institution  the  principal  office  of  which  is  located  in  a  State 
other  than  the  State  designated  by  such  savings  and  loan  holding 
company  as  the  State  in  which  its  principal  savings  and  loan  business 
is  conducted. 

(4)  A  savings  and  loan  holding  company  could,  without  regard  to 
the  provisions  of  subsection  (e)  and  of  subsections  (c)(2)  and  (g)  of 
this  section,  acquire  the  control  of  an  insured  institution  or  a  savings 
and  loan  holding  company,  pursuant  to  a  pledge  or  hypothecation 
to  secure  a  loan,  or  in  connection  with  the  liquidation  of  a  loan, 
made  in  the  ordinary  course  of  business;  but  it  would  be  unlawful  for 
any  such  company  to  retain  such  control  for  more  than  1  year,  except 
that  the  Corporation  could  extend  such  period  from  year  to  year,  for 
an  additional  period  not  exceeding  3  years. 

Subsection  (/) — Declaration  oj  dividend. — Every  subsidiary  insured 
institution  is  required  to  give  the  Corporation  30  days’  advance 
notice  of  the  proposed  declaration  of  any  dividend  on  its  guarantee, 
permanent,  or  other  nonwithdrawable  stock.  Any  such  dividend 
declared  within  such  30-day  period,  or  without  the  giving  of  notice 
to  the  Corporation,  would  be  invalid. 

Subsection  ( g ) — Holding  company  indebtedness. — (1)  No  savings  and 
loan  holding  company  or  subsidiary  thereof  which  is  not  an  insured 
institution  could  issue,  sell,  renew,  or  guarantee  any  debt  security  of 
such  company  or  subsidiary,  or  assume  any  debt,  without  the  prior 
approval  of  the  Corporation. 

(2)  The  provisions  of  paragraph  (1)  do  not  apply  to  (A)  a  diversi¬ 
fied  savings  and  loan  holding  company  or  any  subsidiary  thereof,  or 
(B)  the  incurrence  of  any  debt  by  a  holding  company  or  subsidiary 
which  aggregates,  together  with  all  such  other  debt  as  to  which  the 
holding  company  or  subsidiary  is  primarily  or  contingently  liable,  not 
more  than  15  percent  of  the  consolidated  net  worth  of  such  company 
or  subsidiary  at  the  end  of  its  preceding  fiscal  year. 

(3)  The  Corporation  would,  upon  application,  approve  any  act  or 
transaction  not  exempted  from  the  application  of  paragraph  (1)  if  it 
found  that — 

(A)  The  proceeds  would  be  used  for  (i)  the  purchase  of  perma¬ 
nent,  guarantee,  or  other  nonwithdrawable  stock  to  be  issued  by 
a  subsidiary  insured  institution,  or  (ii)  the  purpose  of  making  a 
capital  contribution  to  such  an  institution;  or 
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(B)  Such  act  or  transaction  is  required  for  the  purpose  of 
refunding,  extending,  exchanging,  or  discharging  an  outstanding 
debt,  or  for  other  necessary  or  urgent  corporate  needs,  and  would 
not  impose  an  unreasonable  or  imprudent  financial  burden  on 
the  applicant. 

The  Corporation  could  also  approve  any  application  under  para¬ 
graph  (3)  of  subsection  (g)  if  it  found  that  the  act  or  transaction 
would  not  be  injurious  to  any  subsidiary  insured  institution  in  the 
light  of  its  financial  condition  and  propsects. 

(4)  No  act  or  transaction  within  the  scope  of  subsection  (g)  would 
be  approved  unless  the  Corporation  is  satisfied  that  there  has  been 
compliance  with  all  State  or  Federal  laws  applicable  thereto. 

(5)  This  paragraph  defines  the  term  “debt  security.” 

(6)  This  paragraph  would  exempt  a  diversified  savings  and  loan 
holding  company  from  the  restrictions  on  the  payment  of  dividends 
under  subsection  (g)(6)(A)  if,  excluding  its  subsidiary  insured  insti¬ 
tution,  its  consolidated  net  income  available  for  interest  for  its  preced¬ 
ing  fiscal  year  was  twice  its  consolidated  debt  service  requirements 
for  the  12-month  period  succeeding  such  fiscal  year,  as  determined 
in  accordance  with  regulations  issued  by  the  Corporation. 

If  the  Corporation  finds,  however,  that  a  diversified  savings  and 
loan  holding  company  has  not  met  the  above-mentioned  earnings 
test,  such  company  or  any  subsidiary  could  receive  dividends  on  stock 
from  a  subsidiary  insured  institution,  and  such  institution  could  de¬ 
clare  or  pay  any  such  dividend,  only  if  the  Corporation  failed  to  object 
within  30  days  of  receipt  of  notification  under  subsection  (f)  to  such 
dividend  as  injurious  to  the  insured  institution  in  the  light  of  its  finan¬ 
cial  condition  and  prospects. 

Subsection  ( h ) — Administration  and  enforcement. — (1)  The  Corpo¬ 
ration  is  authorized  to  issue  such  rules,  regulations,  and  orders  as  it 
deems  necessary  or  appropriate  to  enable  it  to  define  and  administer 
section  408  and  to  require  compliance  therewith. 

(2)  The  Corporation  could  make  investigations  to  determine  wheth¬ 
er  the  provisions  of  section  408  and  rules,  regulations,  and  orders 
thereunder  are  being  complied  with  by  holding  companies  and  sub¬ 
sidiaries  and  affiliates  thereof. 

(3)  (A)  In  connection  with  any  hearing  under  subsection  (a)  (2)  (D) 
of  the  bill,  the  Corporation  or  its  designated  representatives  has  power 
to  administer  oaths  and  affirmations  and  to  issue  subpenas  and  sub- 
penas  duces  tecum.  Any  party  to  the  hearing  could  apply  to  the  U.S. 
district  court  for  enforcement  of  such  subpenas. 

(B)  Hearings  provided  for  in  subsection  (a)  (2)  (D)  would  be  held  in 
the  Federal  judicial  district  in  which  the  principal  office  of  the  institu¬ 
tion  or  other  company  is  located  unless  the  parties  consent  to  another 
place.  Such  hearings  would  be  conducted  in  accordance  with  the  provi¬ 
sions  of  chapter  5  of  title  5  of  the  United  States  Code. 

(4)  The  Corporation  would  also  be  authorized  to  bring  an  action  in 
the  U.S.  district  courts  to  enjoin  violations  of  or  to  enforce  com¬ 
pliance  with  the  proposed  section  408,  or  any  rule,  regulation,  or  order 
thereunder,  or  to  require  the  divestiture  of  any  illegal  acquisition. 
Thus,  for  example,  if  the  Corporation  determined  that  a  savings  and 
loan  holding  company  or  a  subsidiary  thereof  had  acquired  control  of 
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an  insured  institution  in  violation  of  the  act,  or  was  engaging  in  or  per¬ 
forming  proscribed  activities  or  services,  the  Corporation  could  apply 
to  the  proper  U.S.  district  court  for  an  appropriate  order  of  divestiture 
of  such  control  or  for  an  order  requiring  compliance  with  the  provisions 
of  the  act. 

(5)  All  expenses  of  the  Federal  Home  Loan  Bank  Board  or  of  the 
Corporation  under  section  408  are  considered  as  nonadministrative 
expenses. 

Subsection  (i) — Prohibited  acts. — It  is  unlawful  for  (1)  any  holding 
company  or  subsidiary  thereof,  or  any  director,  officer,  employee,  or 
person  owning,  controlling,  or  holding  more  than  25  percent  of  the 
voting  shares  of  such  holding  company  or  subsidiary,  to  hold,  solicit, 
or  exercise  any  proxies  in  respect  of  any  voting  rights  in  an  insured 
mutual  institution,  or  (2)  any  director,  officer,  or  person  owning, 
controlling,  or  holding  more  than  25  percent  of  the  voting  shares  of 
a  holding  company,  (A)  except  with  prior  approval  of  the  Corpora¬ 
tion,  to  serve  at  the  same  time  as  a  director,  officer,  or  employee  of  an 
insured  institution  or  another  savings  and  loan  holding  company,  not 
a  subsidiary  of  such  holding  company,  or  (B)  to  acquire  control,  or  to 
retain  control  for  more  than  2  years  after  enactment  of  the  bill,  of  any 
insured  institution,  not  a  subsidiary  of  such  holding  company.  The 
above-mentioned  prohibitions  are  consistent  with  other  provisions  of 
the  proposed  bill  designed  to  control  further  holding  company  acqui¬ 
sitions  of  insured  institutions. 

(3)  It  is  also  unlawful  for  any  individual,  except  with  the  prior 
approval  of  the  Corporation,  to  serve  or  act  as  a  director,  officer,  or 
trustee  of,  or  become  a  partner  in,  any  savings  and  loan  holding 
company  after  having  been  convicted  of  any  criminal  offense  involving 
dishonesty  or  breach  of  trust. 

Subsection  ( j ) — Penalties. — For  the  willful  violation  of  any  provision 
of  the  proposed  section  408  or  any  rule,  regulation,  or  order  thereunder, 
the  offending  company  or  individual  is  subject  to  criminal  sanctions 
and,  upon  conviction,  the  company  is  subject  to  a  fine  of  not  more 
than  $1,000  for  each  day  the  violation  continued,  and  the  individual 
would  be  subject  to  a  fine  of  not  more  than  $10,000  or  imprisonment 
for  not  more  than  1  year,  or  both. 

Moreover,  every  director,  officer,  partner,  trustee,  agent,  or  em¬ 
ployee  of  a  holding  company  is  subject  to  the  same  penalties  for  false 
entries  in  any  book,  report,  or  statement  of  such  holding  company 
as  are  applicable  to  officers,  agents,  and  employees  of  insured  institu¬ 
tions  for  false  entries  in  any  books,  reports,  or  statements  of  such 
institution  under  18  U.S.C.  1006.  This  provision  corresponds  to 
section  8  of  the  Bank  Holding  Company  Act.  (See  12  U.S.C.  1847.) 

Subsection  ( k ) — Judicial  review. — Any  aggrieved  party  could  obtain 
judicial  review  of  an  order  issued  by  the  Corporation  under  this 
section  by  filing  a  petition  for  review  in  a  U.S.  court  of  appeals  within 
30  days  after  service  of  the  order. 

Subsection  (l) — Saving  clause. — This  section  provides  that  nothing 
contained  in  the  bill  shall  be  construed  as  approving  any  act  or 
conduct  in  violation  of  law,  or  shall  constitute  a  defense  to  any  action 
involving  violation  of  the  antitrust  laws. 
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REGULATION  OF  MAXIMUM  RATES  OF  INTEREST  PAID 
ON  TIME  AND  SAVINGS  DEPOSITS 

[S.  3133] 

To  extend  for  2  years  the  authority  for  more  flexible  regulation  of  maximum  rates 
of  interest  or  dividends,  higher  reserve  requirements  and  open  market  opera¬ 
tions  in  agency  issues 

Purpose  of  Bill 

S.  3133  extends  for  2  additional  years  the  authority  to  regulate  the 
maximum  rate  of  interest  paid  on  time  and  savings  deposits  by  com¬ 
mercial  banks  and  insured  thrift  institutions.  This  temporary  authority 
was  first  enacted  by  the  Congress  on  September  21,  1966  (Public  Law 
89-597)  to  restrain  excessive  rate  competition  between  financial 
institutions.  “Rate  wars”  between  savings  and  loan  associations  and 
commercial  banks  had  severely  disrupted  credit  markets  and  had  an 
especially  adverse  effect  upon  mortgage  credit  and  the  level  of  new 
housing  starts.  With  continued  pressure  on  credit  markets,  all  financial 
agencies  of  the  Government  agree  that  an  additional  2-year  extension 
of  the  rate  control  authority  is  absolutely  essential  to  help  prevent  a 
similar  financial  disruption  such  as  occurred  in  1966. 

In  addition  to  extending  the  rate  control  authority,  the  bill  also 
clarifies  the  authority  of  the  bank  supervisory  agencies  to  prevent 
deceptive  and  misleading  advertising  with  respect  to  time  and  savings 
deposits. 

History  of  Legislation 

The  legislation  was  first  signed  into  law  on  September  21,  1966 
(80  Stat.  823),  and  was  to  be  effective  for  a  period  of  1  year.  The 
authority  conferred  by  the  act  was  extended  for  an  additional  year 
by  the  act  of  September  21,  1967  (81  Stat.  266). 

S.  3133,  extending  the  authority  for  an  additional  2  years,  was 
introduced  by  Senator  John  Sparkman  on  March  11,  1968.  Hearings 
were  held  on  April  3  before  the  Subcommittee  on  Financial  Institu¬ 
tions  under  the  chairmanship  of  Senator  William  Proxmire.  The  bill 
was  favorably  reported  b}^  the  subcommittee  on  May  7,  1968,  with  an 
amendment  clarifying  the  authority  of  the  banking  agencies  to  prevent 
misleading  rate  advertising.  On  June  11,  the  full  Senate  Banking  and 
and  Currency  Committee  met  and  ordered  the  bill  reported  with  an 
additional  amendment  providing  the  Federal  Reserve  Board  with  new 
authorities  for  stabilizing  the  flow  of  mortgage  credit  during  periods  of 
tight  money. 

The  bill  was  reported  to  the  Senate  on  June  28,  1968,  and  was  con¬ 
sidered  by  the  Senate  on  July  23  and  July  24.  On  July  24  the  Senate 
deleted  the  second  committee  amendment  concerning  mortgage 
credit  by  a  vote  of  46  to  45.  Following  this,  the  Senate  added  three 
amendments  which  (1)  permits  commercial  banks  to  offer  U.S.  agency 
issues  as  collateral  on  loans  from  Federal  Reserve  Banks;  (2)  increases 
the  Federal  Home  Loan  Bank  Board’s  authority  to  regulate  the  li¬ 
quidity  conditions  of  savings  and  loan  associations,  and  (3)  eliminates 
the  liability  for  share  account  insurance  premium  prepayments  to  the 
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Federal  Savings  and  Loan  Insurance  Corporation  on  the  part  of 
savings  and  loan  association  undergoing  a  net  annual  loss  in  savings 
shares. 

The  Senate  then  passed  S.  3133,  as  amended,  on  July  24,  1968. 

A  companion  bill  (H.R.  16092)  was  reported  by  the  House  Bank¬ 
ing  and  Currency  Committee  on  July  26,  1968. 

Digest  of  Bill 

Section  1  of  the  bill  extends  for  2  additional  years  the  act  of  Sep¬ 
tember  21,  1966  (80  Stat.  823)  as  amended  by  the  act  of  September 
21,  1967  (81  Stat.  226).  The  provisions  extended  include: 

(1)  Discretionary  authority  to  limit  rates  paid  by  banks  on 
time  and  savings  deposits; 

(2)  Flexible  authority  to  establish  differential  rate  ceilings 
based  on  deposit  size  as  well  as  other  factors; 

(3)  Authority  of  the  Home  Loan  Bank  Board  to  establish 
rate  ceilings  for  savings  and  loan  associations; 

(4)  Authority  to  establish  higher  reserve  requirements  on  bank 
time  deposits; 

(5)  Authority  of  the  Federal  Reserve  System  to  purchase 
agency  issues  in  the  open  market ; 

(6)  The  requirement  for  consultation  among  financial  agencies 
prior  to  rate  ceiling  changes. 

Section  2  clarifies  the  authority  of  financial  agencies  to  promulgate 
rules  governing  the  payment  of  interest  on  deposits  in  addition  to 
establishing  rate  ceilings.  Such  language  would  make  clear  the  au¬ 
thority  to  regulate  deceptive  or  misleading  advertising. 

Section  3  authorizes  the  Federal  Reserve  System  to  accept  as 
collateral  for  loans  to  member  banks  any  obligation  (including  U.S. 
agency  obligations)  which  is  eligible  for  rediscount  or  purchase  directly 
by  the  Federal  Reserve  System. 

Section  4  increases  the  authority  of  the  Federal  Home  Loan  Bank 
Board  to  regulate  the  liquidity  conditions  of  savings  and  loan  associa¬ 
tions.  The  Board  would  have  the  authority  to  require  liquidity  reserves 
ranging  from  4  to  10  percent  of  deposits,  compared  to  a  spread  of  4  to 
8  percent  in  present  law.  In  addition,  the  Board  would  have  the  author¬ 
ity  to  regulate  the  mix  of  instruments  held  for  liquidity  purposes. 

The  list  of  instruments  which  can  be  counted  against  liquidity  re¬ 
quirements  is  also  expanded  to  include  time  and  savings  deposits, 
State  and  local  bonds,  and  banker’s  acceptances. 

Section  5  authorizes  Federal  savings  and  loan  associations  to  invest 
in  any  asset  which  can  be  counted  against  liquidity  requirements.  This 
makes  it  possible  for  Federal  savings  and  loan  associations  to  invest  in 
banker’s  acceptances. 

Section  6  eliminates  the  liability  for  share  account  insurance  pre¬ 
mium  prepayments  to  the  Federal  Savings  and  Loan  Insurance  Cor¬ 
poration  on  the  part  of  savings  and  loan  associations  undergoing  a  net 
annual  loss  in  savings  shares. 
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FEDERAL  CREDIT  UNION  ACT  AMENDMENTS 

[H.R.  14907] 

[Public  Law  90-375,  approved  July  5,  1968] 

To  amend  the  Federal  Credit  Union  Act 

Purpose  of  Legislation 

The  purpose  of  the  legislation  is  to  modernize  and  update  the1 
provisions  of  the  Federal  Credit  Union  Act  so  that  Federal  credit 
unions  can  meet  the  growing  credit  needs  of  their  members.  The 
legislation  would:  increase  the  time  ceiling  on  secured  loans  from  5  to 
10  years;  increase  the  unsecured  loan  Unlit  up  to  $2,500;  permit 
investment  in  the  shares  of  State  central  credit  unions;  permit  the 
purchase  of  the  notes  of  liquidating  credit  unions;  permit  the  delega¬ 
tion  of  borrowing  authority;  require  semiannual  instead  of  quarterly 
audits;  and  authorize  the  Bureau  of  Federal  Credit  Unions  to  conduct 
consumer  credit  counseling  programs  for  low  income  persons.  In 
addition,  the  legislation  makes  a  number  of  minor  technical  changes 
in  the  act. 

History  of  Legislation 

H.R.  14907  was  introduced  in  the  House  of  Representatives  on 
January  29,  19G8  by  Mr.  Patman,  and  referred  to  the  House  Com¬ 
mittee  on  Banking  and  Currency.  Related  credit  union  bills  were 
introduced  on  February  20  (H.R.  15347)  and  March  26  (H.R.  16218). 
Hearings  on  all  three  measures  were  held  on  April  25  and  on  April  30 
the  committee  reported  H.R.  14907  with  amendments  adopted  from 
H.R.  15437  and  H.R.  16218  as  well  as  other  amendments.  It  passed 
the  House  on  May  27  and  was  referred  to  the  Senate  Committee  on 
Banking  and  Currency  on  May  28. 

Similar  bills  were  introduced  in  the  Senate  on  February  20  (S.  3002) 
by  Senator  Sparkman  and  Senator  Proxmire,  and  on  March  22  (S. 
3214)  by  Senator  Sparkman.  In  addition,  S.  3395  dealing  with  con¬ 
sumer  credit  counseling  was  introduced  on  April  26  by  Senator' 
Proxmire.  All  three  bills  were  referred  to  the  Senate  Committee  on 
Banking  and  Currency  and  hearings  were  held  on  May  24  before  the 
Subcommittee  on  Financial  Institutions  under  the  chairmanship  of 
Senator  Proxmire. 

On  June  11,  the  full  committee  met  in  executive  session  and  agreed 
to  report  H.R.  14907  with  an  amendment  adding  the  provisions  of 
S.  3395  concerning  consumer  credit  counseling.  H.R.  14907  was  also- 
amended  to  delete  a  provision  authorizing  the  sale  of  accident  in¬ 
surance. 

Section  1(7)  makes  a  number  of  minor  technical  changes  in  the 
Federal  Credit  Union  Act,  including:  the  elimination  of  references  to 
examinations  by  a  credit  union  supervisory  committee  since  examina¬ 
tions  are  distinct  from  audits  and  are  the  function  of  the  Bureau  of 
Federal  Credit  Unions;  a  provision  that  the  audit  report  to  members 
may  be  a  summary  of  the  report  to  the  directors  of  a  credit  union; 
the  substitution  of  the  words  “credit  union”  for  “corporation”  and 
“members”  for  “shareholders”  in  section  16  of  the  act,  thus  con¬ 
forming  to  more  familiar  terminology;  and  a  clarification  that  the 
suspension  of  a  supervisory  committee  member  is  possible  by  a 
majority  vote  of  the  board  of  directors. 
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Section  2  authorizes  the  Bureau  of  Federal  Credit  Unions  to- 
conduct  consumer  credit  counseling  programs  which  serve  low-in¬ 
come  persons.  The  legislation  authorizes  $300,000  for  this  purpose 
in  fiscal  year  1969  and  $1  million  in  fiscal  year  1970. 

The  bill  as  amended  was  reported  by  the  Senate  Banking  Com¬ 
mittee  on  June  18  and  passed  by  the  Senate  on  June  19.  On  June  24, 
the  House  concurred  in  the  Senate  amendments  and  on  July  5,  1968, 
the  legislation  was  signed  into  law. 

Digest  of  Statute 

Section  1(1)  of  the  legislation  extends  the  maximum  maturity  limit 
on  secured  loans  from  5  to  10  years.  The  existing  limit  of  5  years 
would  remain  in  effect  for  unsecured  loans. 

Section  1(2)  permits  federally  chartered  credit  unions  to  invest  in 
the  shares  of  State  chartered  credit  unions. 

Section  1(3)  permits  Federal  credit  unions  to  purchase  the  notes  of 
liquidating  credit  unions  pursuant  to  the  regulations  of  the  Bureau  of 
Federal  Credit  Unions.  Such  purchases  are  limited  to  not  more  than 
5  percent  of  the  purchasing  credit  union’s  unimpaired  capital  and 
surplus. 

Section  1(4)  permits  the  board  of  directors  of  Federal  credit  unions 
to  delegate  borrowing  authority  to  the  credit  union’s  executive 
committee. 

Section  1(5)  increases  the  unsecured  loan  limit  to  2^  percent  of 
unimpaired  capital  and  surplus  or  $2,500,  which  ever  is  smaller,  but 
in  no  event  shall  the  unsecured  loan  limit  be  less  than  $200. 

Section  1(6)  changes  the  frequency  of  annual  audits  of  Federal 
credit  unions  from  four  times  a  year  to  two  times  a  year. 


DIRECT  PURCHASE  AUTHORITY  OF  TREASURY 

OBLIGATIONS 

[H.R.  15344] 

[Public  Law  90-300,  approved  May  4,  1968] 

To  amend  section  14(b)  of  the  Federal  Reserve  Act,  as  amended,  to  extend  for  2 
years  the  authority  of  Federal  Reserve  banks  to  purchase  U.S.  obligations 
directly  from  the  Treasury 

Purpose  of  Legislation 

Public  Law  90-300  extends  for  2  additional  years  the  authority  of 
the  Federal  Reserve  Board  to  purchase  public  debt  obligations 
directly  from  the  Treasury  up  to  a  limit  of  $5  billion  outstanding  at 
any  one  time.  This  authority,  which  would  otherwise  have  expired  on 
June  30,  1968,  was  first  granted  in  its  present  form  in  1942  for  a 
temporary  period.  It  has  been  renewed  by  the  Congress  on  13  separate 
occasions  since  that  time.  While  the  direct  purchase  authority  has 
been  used  sparingly  over  the  years,  it  has  proven  to  be  essential  to 
efficient  financial  management. 

Continuation  of  the  direct  purchase  authority  is  necessary  for  three 
reasons : 
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One,  the  direct  purchase  authority  permits  the  Treasury  to  maintain 
lower  cash  balances  since  any  temporary  or  seasonal  shortage  could  be 
accommodated  through  direct  borrowing  from  the  Federal  Reserve 
System.  By  maintaining  a  lower  level  of  cash  balances,  the  interest 
expenses  on  the  national  debt  are  correspondingly  reduced. 

Two,  the  direct  purchase  authority  permits  the  Treasury  an  alterna¬ 
tive  source  of  borrowing  when  conditions  in  the  money  markets  are 
temporarily  unfavorable.  The  Treasury  is  able  to  postpone  for  a  short 
time  market  borrowing  when  such  borrowing  could  be  extremely 
disruptive. 

Third,  the  direct  purchase  authority  is  a  big  element  in  our  financial 
planning  for  a  national  defense  emergency.  In  these  circumstances, 
the  Government  could  need  an  immediate  and  ready  source  of  cash 
at  a  time  when  our  financial  markets  were  seriously  disrupted.  It  is 
for  this  reason  that  an  authority  as  large  as  $5  billion  is  required 
although  such  a  large  amount  has  never  been  used. 

History  of  Legislation 

The  legislation  was  introduced  in  the  House  of  Representatives  by 
Mr.  Patman  on  February  15, 1968,  as  H.R.  15344.  The  bill  was  reported 
by  the  House  Committee  on  Banking  and  Currency  on  March  14,  1968, 
and  was  passed  by  the  House  of  Representatives  on  March  28,  1968. 
The  bill  was  referred  to  the  Senate  Banking  and  Currency  Committee 
on  March  29. 

A  companion  bill  (S.  2923)  was  introduced  in  the  Senate  on  February 
5,  1968.  Hearings  were  held  on  S.  2923  on  April  3  before  the  Subcom¬ 
mittee  on  Financial  Institutions. 

On  April  22,  H.R.  15344  was  reported  favorably  without  amend¬ 
ments  by  the  full  Senate  Committee  on  Banking  and  Currency.  The 
legislation  passed  the  Senate  on  April  24  and  was  signed  into  law  on 
May  4,  1968. 

Digest  of  Statute 

The  statute  amends  section  14(b)(1)  of  the  Federal  Reserve  Act 
(12  U.S.C.  355)  by  extending  until  July  1,  1970,  the  authority  of 
Federal  Reserve  banks  to  purchase  U.S.  obligations  directly  from  the 
Treasury.  Under  existing  Law,  this  authority  would  have  expired  as 
of  July  1,  1968. 


BANK  PROTECTION  ACT 

[H.R.  15345] 

[Public  Law  90-389,  approved  July  7,  1968] 

To  provide  security  measures  for  banks  and  other  financial  institutions  and  to 
provide  for  the  appointment  of  the  Federal  Savings  and  Loan  Insurance 
Corporation  as  receiver 

Purpose  of  Legislation 

Public  Law  90-389  directs  the  appropriate  bank  supervisory 
agencies  to  issue  regulations  establishing  minimum  standards  for  the 
installation  and  operation  of  security  measures  on  the  part  of  federally 
insured  banks  and  savings  and  loan  associations.  The  legislation  is 
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aimed  at  reducing  the  rising  number  of  robberies  which  have  plagued 
banks  and  savings  and  loan  associations.  The  maintenance  of  adequate 
security  standards  will  act  as  a  deterrent  to  potential  criminals  and 
will  aid  law  enforcement  officials  in  the  apprehension  and  conviction 
of  those  responsible  for  bank  robberies. 

The  legislation  also  authorizes  the  Federal  Home  Loan  Bank  Board 
to  appoint  the  Federal  Savings  and  Loan  Insurance  Corporation 
(FSLIC)  as  a  receiver  in  the  case  of  State-chartered  savings  and  loan 
associations  placed  in  receivership  or  closed  by  State  authorities.  The 
aim  of  the  legislation  is  to  enable  the  FSLIC  to  effect  an  orderly 
disposition  of  the  assets  of  insured  associations  whose  depositors  have 
been  reimbursed  by  FSLIC  insurance  payments.  Since  the  FSLIC 
would  normally  have  a  claim  to  at  least  95  percent  of  the  assets  of  a 
State-insured  association  undergoing  liquidation,  the  FSLIC  has  a 
vital  interest  in  seeing  that  the  liquidation  of  the  association  proceeds 
in  an  orderly  manner.  Similar  authority  already  exists  for  federally 
chartered  associations. 

History  of  Legislation 

H.R.  15345  was  introduced  by  Mr.  Patman  as  a  bank  protection  bill 
on  February  15,  1968.  Hearings  were  held  by  the  House  Banking  and 
Currency  Committee  on  April  23  and  the  bill  was  reported  by  the 
House  committee  on  April  30  and  passed  by  the  House  of  Representa¬ 
tives  on  May  6.  It  was  referred  to  the  Senate  Banking  and  Currency 
Committee  on  May  8.  A  companion  bank  protection  bill  was  intro¬ 
duced  in  the  Senate  on  February  20  (S.  3001)  by  Senator  John  Spark¬ 
man  and  referred  to  the  Senate  Banking  and  Currency  Committee. 
Hearings  were  held  on  April  1  and  2,  before  the  Subcommittee  on 
Financial  Institutions  under  the  chairmanship  of  Senator  William 
Proxmire.  The  bill,  S.  3001,  was  reported  from  subcommittee  to  full 
committee  on  May  7. 

A  separate  bill  to  provide  for  the  appointment  of  the  Federal  Sav¬ 
ings  and  Loan  Insurance  Corporation  as  a  receiver  was  introduced  in 
the  Senate  on  May  3.  Hearings  on  the  measure,  S.  3436,  were  held 
before  the  full  Senate  Committee  on  Banking  and  Currency  on  May  20. 

On  June  11,  the  Senate  committee  met  in  executive  session  and 
amended  H.R.  15345,  the  Bank  Protection  Act,  to  include  an  amended 
version  of  S.  3436  dealing  with  savings  and  loan  receiverships.  The 
Senate  committee  then  ordered  reported  H.R.  15345,  as  amended. 
The  bill,  as  amended,  was  considered  and  passed  by  the  Senate  on 
June  19  and  on  June  24  the  House  of  Representatives  concurred  in 
the  Senate  amendments.  The  legislation  was  signed  into  law  on 
July  7,  1968. 

Digest  of  Statute 

Public  Law  90-389  provides  that  the  banking  regulatory  agencies 
shall  issue  rules  establishing  minimum  standards  at  reasonable  cost 
with  respect  to  the  installation,  maintenance,  and  operation  of  security 
devices  and  procedures  for  banks  and  savings  and  loan  associations. 
The  regulations  would  be  issued  by  the  Comptroller  of  the  Currency 
for  national  banks  and  district  banks,  the  Federal  Reserve  Board  for 
Federal  Reserve  banks  and  member  State  banks,  the  Federal  Deposit 
Insurance  Corporation  for  nonmember  insured  banks,  and  the  Federal 
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Home  Loan  Bank  Board  for  federally  chartered  or  insured  savings 
and  loan  associations.  The  legislation  directs  that  the  regulations  shall 
be  promulgated  by  the  Federal  supervisory  agencies  within  6  months 
from  the  date  of  enactment  of  the  act. 

Section  6  of  the  legislation  deals  with  savings  and  loan  receiverships 
and  amends  section  406(c)  of  the  National  Housing  Act  by  adding  two 
additional  paragraphs.  The  first  new  paragraph,  406(c)(2),  empowers 
the  Federal  Home  Loan  Bank  Board  to  appoint  the  FSLIC  as  receiver 
for  State  savings  and  loan  associations  provided  that  all  of  the  follow¬ 
ing  three  conditions  are  met: 

(1)  A  conservator,  receiver,  or  other  custodian  has  been  ap¬ 
pointed  for  at  least  15  days  under  State  law  or  the  association  has 
been  closed  under  State  law;  and 

(2)  The  Board  determines  that  the  same  grounds  required  for 
the  appointment  of  a  receiver  for  a  Federal  association  exist  for 
the  State  association.  These  grounds  are  specified  in  section  5(d) 
(6)  (A)  of  the  Home  Owners’  Loan  Act  which  permits  the  ap¬ 
pointment  of  a  receiver  if  any  one  of  the  following  five  conditions 
exists:  (i)  Insolvency,  (ii)  substantial  dissipation  of  assets,  (iii) 
unsafe  or  unsound  practices,  (iv)  willful  violation  of  a  cease-and- 
desist  order,  or  (v)  concealment  of  books  and  records;  and 

(3)  Savings  account  holders  are  unable  to  withdraw  their 
funds. 

The  second  new  paragraph,  406(c)(3)(A),  applies  to  State  asso¬ 
ciations  in  FSLIC  receivership,  the  provisions  of  section  5(d)  of  the 
Home  Owners’  Loan  Act  of  1933  which  deals  with  Federal  associations 
in  receivership.  Among  the  applicable  provisions  of  section  5(d)  are 
those  which  authorize  the  Board  to  adopt  regulations  for  associations 
in  receivership;  for  the  conduct  of  receiverships;  and  for  the  exercise 
of  functions  by  members,  directors,  or  officers  of  an  association  during 
a  receivership.  The  Board  is  also  authorized  to  enforce  the  section 
including  rules  and  regulations  issued  thereunder.  In  addition,  the 
Board  is  permitted  to  act  in  its  own  name  and  through  its  own  attor¬ 
neys.  The  FSLIC  as  receiver  is  empowered  to  buy  at  its  own  sale 
subject  to  the  approval  of  the  Board. 

In  addition,  section  5(d)  also  provides  for  prompt  judicial  review 
of  the  Board’s  appointment  of  the  FSLIC  as  receiver.  These  provisions 
would  also  be  extended  to  the  appointment  of  the  FSLIC  as  receiver 
for  State  associations.  Under  section  5(d)(6)(A)  insured  associations 
are  authorized  to  bring  an  action  to  remove  the  FSLIC  as  receiver 
within  30  days  after  its  appointment.  Such  an  action  could  only  be 
brought  in  the  U.S.  district  court  for  the  judicial  district  in  which  the 
home  office  of  the  insured  institution  is  located  or  in  the  U.S.  District 
Court  for  the  District  of  Columbia.  The  court  could  either  dismiss  the 
action  on  the  merits  or  direct  the  Board  to  remove  the  receiver.  The 
statute  requires  that  such  proceedings  be  given  precedence  over  other 
cases  pending  in  the  courts  and  that  they  be  in  every  way  expedited. 

The  appointment  of  the  FSLIC  as  receiver  by  the  Board  would  not 
otherwise  be  subject  to  judicial  attack.  Section  5(d)(6)(C)  provides 
that  no  court  may  take  any  other  action  toward  the  removal  of  a 
receiver,  or,  except  at  the  instance  of  the  Board,  restrain  or  affect  the 
excercise  of  powers  or  functions  of  a  receiver. 

Section  406(c)(3)(B)  authorizes  the  FSLIC  to  liquidate  the  institu¬ 
tion  in  an  orderly  manner  or  make  such  other  disposition  of  the  matter 
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as  the  FSLIC  might  deem  to  be  in  the  best  interests  of  the  institutions, 
its  savers,  and  the  FSLIC. 

MICHIGAN  NATIONAL  BANK  BRANCH  OFFICES 

[S.  356] 

To  permit  the  establishment  and  operation  of  certain  branch  offices  by  the 

Michigan  National  Bank,  Lansing,  Michigan 

Purpose  of  Bill 

The  bill  would  permit  the  Comptroller  of  the  Currency  to  reverse 
an  earlier  legal  finding  which  denied  the  operation  of  four  branches  to 
the  Michigan  National  Bank,  Lansing,  Mich.,  pursuant  to  a  general 
consolidation  of  six  national  banks. 

History  of  Legislation 

S.  356  was  introduced  by  Senator  Hart  on  January  16,  1967. 
Hearings  were  held  before  the  Subcommittee  on  Financial  Institutions 
on  March  25,  1968.  The  bill  was  reported  by  the  Banking  and  Cur¬ 
rency  Committee  on  July  9,  1968,  and  passed  the  Senate  on,  July  11, 
1968.  It  was  referred  to  the  House  Banking  and  Currencv  Committee 

on  Julv  12. 

«/ 

Digest  of  Bill 

The  bill  provides  that  notwithstanding  any  other  provision  of  law. 
the  Michigan  National  Bank,  Lansing,  Mich.,  may,  with  the  approval 
of  the  Comptroller  of  the  Currency,  reestablish  and  operate  as  branches 
at  such  locations  as  shall  be  approved  by  the  Comptroller  of  the 
Currency,  the  office  in  Saginaw,  Mich.,  and  the  three  offices  in  Grand 
Rapids,  Mich.,  or  any  of  them,  which  were  in  lawful  operation  as 
branches  of  the  Saginaw  National  Bank,  Saginaw,  Mich.,  and  the 
First  National  Bank,  Grand  Rapids,  Mich.,  prior  to  their  consolida¬ 
tion  with  the  Lansing  National  Bank  under  the  name  Michigan 
National  Bank,  Lansing,  Mich. 


CONSUMER  CREDIT  AND  THE  POOR 

Hearings  were  held  by  the  Subcommittee  on  Financial  Institutions 
on  April  7,  1968  on  consumer  credit  and  the  poor.  The  specific  focus 
of  the  subcommittee’s  inquiry  was  a  report  released  by  the  Federal 
Trade  Commission  in  March  of  1968  on  Installment  Credit  and 
Retail  Sales  Practices  of  District  of  Columbia  Retailers. 

The  FTC  survey  covered  those  District  of  Columbia  retailers  of 
furniture  and  appliances  having  estimated  sales  of  at  least  $100,000 
for  the  year  1966.  The  96  retailers  providing  data  had  combined  sales 
of  $226  million,  which  represented  about  85  percent  of  the  sales  of 
furniture,  appliance,  and  department  store  retailers  in  the  District  of 
Columbia. 

These  retailers  were  classified  into  two  groups:  those  appealing 
primarily  to  low-income  consumers  and  those  appealing  to  a  more 
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general  market.  The  principal  conclusion  of  the  study  is  that  prices 
in  the  low-income  stores  were  substantially  higher  for  identical  or 
inferior  merchandise.  On  the  average,  prices  for  furniture  and  appli¬ 
ances  in  stores  catering  to  low-income  persons  were  60  percent  higher 
than  the  prices  in  stores  catering  to  a  more  general  market. 

Testimony  on  the  FTC  report  was  provided  by  Paul  Rand  Dixon, 
Chairman  of  the  FTC  and  Betty  Furness,  Special  Assistant  to  the 
President  for  Consumer  Affairs.  In  addition,  Mr.  William  O’Brien, 
Assistant  Director  of  the  Bureau  of  Federal  Credit  Unions  testified 
on  Project  Moneywise,  a  special  program  developed  by  the  Bureau 
to  stimulate  the  establishment  of  credit  unions  in  low-income 
neighborhoods. 

As  a  result  of  the  testimony,  legislation  was  introduced  and  signed 
into  law  to  authorize  the  continuation  of  Project  Moneywise  on  an 
expanded  basis.  (See  Public  Law  90-375.) 


FINANCIAL  INSTITUTIONS,  AND  THE  URBAN  CRISIS 

Hearings  were  held  by  the  Subcommittee  on  Financial  Institutions 
from  September  30  through  October  4  on  financial  institutions  and 
the  urban  crisis.  The  purpose  of  the  hearings  was  to  determine  what 
actions  have  been  and  can  be  taken  in  the  private  sector  to  channel 
more  credit  into  the  inner  city.  The  hearings  focused  on  deficiencies 
in  mortgage  credit,  business  credit,  and  consumer  credit. 

Some  of  the  questions  explored  by  the  hearings  include  the  following: 

(1)  What  are  financial  institutions  doing  now  to  help  alleviate 
the  problems  of  our  cities? 

(2)  What  is  the  proper  role  of  government  and  private  financial 
institutions  in  meeting  urban  problems?  Are  new  types  of  govern¬ 
mental  or  quasi-go vernmental  agencies  needed,  or  can  private 
institutions  do  the  job? 

(3)  What  are  the  existing  constraints  which  impede  the  flow  of 
credit  into  the  ghetto? 

(4)  To  what  extent  do  existing  regulations,  examination  pro¬ 
cedures  and  laws  restrict  the  flow  of  credit  into  ghetto  areas? 

Can  these  restrictions  be  eliminated  or  modified? 

(5)  To  what  extent  would  broader  investment  powers  of 

financial  institutions  result  in  additional  flows  of  credit  into  the 
ghetto?  *■ 

(6)  Have  Federal  chartering  policies  made  it  difficult  to 
establish  Negro  owned  financial  institutions  in  ghetto  areas? 

(7)  Have  examination  practices  been  overly  critical  of  invest¬ 
ments  in  ghetto  areas?  t 

(8)  What  kinds  of  governmental  inducements  would  stimulate 
financial  institutions  to  channel  more  capital  into  the  gehtto? 

(9)  To  what  extent  are  governmental  subsidies  needed  and  to 
what  extent  are  self-liquidating,  guarantee  type  approaches 
adequate? 

(10)  What  would  be  the  effect  of  legislation  requiring  financial 
institutions  to  allocate  a  certain  percentage  of  their  resources  to 
inner  city  areas  or  to  investments  which  benefit  residents  of  ghetto 
areas? 
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(11)  To  what  extent  are  new  kinds  of  financial  institutions 
called  for  to  specialize  in  investments  in  the  ghetto?  Can  such 
institutions  be  operated  as  subsidiaries  of  existing  institutions? 

Testimony  was  heard  from  Federal  agencies,  private  trade  associa¬ 
tions,  individual  economists  and  businessmen  and  groups  concerned 
with  inner  city  developments.  A  wide  variety  of  suggestions  for  in¬ 
creasing  the  flow  of  credit  into  the  ghetto  were  made  and  are  under 
current  evaluation. 


FEDERAL  RESERVE  REPORT  ON  BANK  CREDIT-CARD 

AND  CHECK-CREDIT  PLANS 

Hearings  were  held  by  the  Subcommittee  on  Financial  Institutions 
on  October  9  and  10  on  a  Federal  Reserve  Board  report  dealing  with 
Bank  Credit  Card  and  Check  Credit  Plans.  The  report  was  issued  by 
the  Federal  Reserve  Board  in  August  of  1968  and  included  a  detailed 
examination  of  the  growing  number  of  bank  credit  card  and  check 
credit  plans.  The  principle  conclusion  of  the  report  was  that  for  the 
time  being,  legislation  affecting  bank  credit  card  and  check  credit  plans 
is  unnecessary. 

The  purpose  of  the  hearings  was  to  examine  the  Federal  Reserve 
Board’s  findings  and  to  determine  the  viewpoints  of  those  particularly 
concerned  with  the  impact  of  credit  cards  on  consumers.  The  hearings 
focused  on  two  key  issues : 

(1)  To  what  extent  is  the  unsolicited  distribution  of  credit 
cards  adverse  to  the  best  interests  of  consumers?  And, 

(2)  To  what  extent  should  more  of  the  liability  for  the  un¬ 
authorized  use  of  credit  cards  be  shifted  to  the  issuer? 

Testimony  was  heard  from  Gov.  Andrew  F.  Brimmer  of  the  Board 
of  Governors  of  the  Federal  Reserve  System,  who  concluded  that 
banks  should  not  be  prevented  from  sending  unsolicited  credit  cards, 
but  that  some  legislation  shifting  liability  to  the  issuer  may  be 
desirable. 

In  addition,  testimony  was  heard  from  Thomas  L.  Bailey,  represent¬ 
ing  the  American  Bankers  Association,  Royal  Jackson,  Chief  of  the 
Bankruptcy  Division  of  the  U.S.  Courts,  Betty  Furness,  Special 
Assistant  to  the  President  for  Consumer  Affairs,  and  two  law  school 
experts  on  credit  cards,  Prof.  William  Willier  of  Boston  College  and 
Prof.  Eric  Bergsten  of  the  University  of  Iowa.  The  recommendations 
advanced  at  the  hearings  are  under  current  evaluation. 
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JOINT  ECONOMIC  COMMITTEE 


AUTHORIZING  THE  JOINT  ECONOMIC  COMMITTEE 
TO  STUDY  PROGRAMS  FOR  BALANCED  ECONOMIC 
DEVELOPMENT 

[S.  Con.  Res.  33] 

To  express  the  sense  of  the  Congress  that  the  Joint  Economic  Committee  should 
include  within  its  investigations  an  analysis  of  the  growth  and  movement  of 
population  in  the  United  States 

Purpose  of  the  Resolution 

The  purpose  of  Senate  Concurrent  Resolution  33  is  to  authorize 
the  Joint  Economic  Committee  to  investigate  and  analyze  the  distri¬ 
bution  of  population  between  rural  and  urban  areas. 

History  of  the  Resolution 

Senate  Concurrent  Resolution  33  was  introduced  by  Senator 
Proxmire  on  July  13,  1967.  On  January  23,  1968,  the  Senate  Com¬ 
mittee  on  Banking  and  Currency  reported  favorably  on  the  resolution, 
and  on  January  24,  1968,  it  was  passed  by  the  Senate.  The  resolution 
was  referred  to  the  House  Committee  on  Rules  on  January  25,  1968. 

Digest  of  the  Resolution 

Senate  Concurrent  Resolution  33  authorizes  the  Joint  Economic 
Committee  to  study  the  distribution  of  population  between  urban  and 
rural  areas  of  the  United  States.  The  study  would  focus  on — 

(1)  Factors  affecting  industrial  location ; 

(2)  The  extent  to  which  industry  can  operate  efficiently  in 
rural  areas,  and  the  extent  to  which  new  industry  creates  addi¬ 
tional  social  and  economic  problems  in  urban  centers; 

(3)  The  extent  to  which  greater  population  density  reduces  | 

efficiency  in  providing  public  services; 

(4)  The  extent  to  which  a  better  geographic  balance  in  future 
economic  growth  would  serve  the  public  interest;  and 

(5)  Methods  for  encouraging  a  better  balanced  economic  f 

development. 


(158) 


DEFENSE  PRODUCTION 


EXTENSION  OF  THE  DEFENSE  PRODUCTION  ACT 

[S.  3097;  H.R.  17268] 

[Public  Law  90-370,  approved  July  1,  1968] 

To  amend  the  Defense  Production  Act  of  1950,  and  for  other  purposes 

History  of  Legislation 

S.  3097  was  introduced  by  Senator  Sparkman  on  March  5,  1968. 
A  companion  bill,  H.R.  15683,  was  introduced  in  the  House  by  Con¬ 
gressman  Patman,  for  himself  and  Congressman  Gonzalez,  on  Febru¬ 
ary  29,  1968.  Hearings  were  held  by  the  House  Banking  and  Currency 
Committee  on  H.R.  15683  on  April  10  and  11,  1968.  A  clean  bill, 
H.R.  17268,  was  reported  by  the  House  Banking  and  Currency  Com¬ 
mittee  on  May  23,  1968  (H.  Rept.  1455).  H.R.  17268  passed  the  House 
on  June  4,  1968.  Hearings  were  held  on  S.  3097  on  June  18,  1968,  by 
the  Senate  Banking  and  Currency  Committee.  The  Senate  Banking 
and  Currency  Committee  reported  H.R.  17268,  with  an  amendment, 
on  June  25,  1968  (S.  Rept.  1322).  H.R.  17268  passed  the  Senate,  with 
an  amendment,  on  June  26,  1968.  On  June  27,  1968,  the  House  con¬ 
curred  in  the  Senate  amendments.  The  bill  was  approved  by  the 
President  on  July  1,  1968,  becoming  Public  Law  90-370. 

Digest  of  Statute 

Section  1  of  Public  Law  90-370  extends  the  Defense  Production 
Act  of  1950  for  2  years,  from  the  present  expiration  date,  June  30, 
1968,  to  June  30,  1970. 

Section  2  of  Public  Law  90-370  amends  the  Defense  Production 
Act  by  increasing  the  amount  available  for  appropriations  for  the 
Joint  Committee  on  Defense  Production  from  $85,000  to  $100,000. 

Section  3  of  Public  Law  90-370  directs  the  Comptroller  General, 
in  cooperation  with  the  Secretary  of  Defense  and  the  Director  of  the 
Bureau  of  the  Budget,  to  conduct  a  study  to  determine  the  feasibility 
of  applying  uniform  accounting  standards  to  be  used  on  all  negotiated 
defense  prime  contracts  and  subcontracts  of  $100,000  or  more.  The 
results  of  such  a  study  are  to  be  reported  to  the  House  and  Senate 
Banking  and  Currency  Committees  within  18  months. 
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EAST-WEST  TRADE  POLICY 

[S.J.  Res.  169] 

To  express  the  sense  of  Congress  in  favor  of  expansion  of  East- West  trade. 

History  of  Legislation 

S.J.  Res.  169  was  introduced  on  May  9,  1968,  by  Senator  Mondale. 
Hearings  were  held  by  the  Subcommittee  on  International  Finance  on 
June  4,  13,  27,  and  July  17,  24,  and  25,  1968.  No  further  action  was 
taken  on  the  resolution. 

Digest  of  the  Resolution 

The  resolution  would  express  the  sense  of  the  Congress  that  the 
Export  Control  Act  regulations  and  the  Export-Import  Bank  financ¬ 
ing  restrictions  should  be  examined  and  modified  to  promote  the  best 
interest  of  the  United  States  by  permitting  an  increase  in  trade  in 
peaceful  goods  between  the  United  States  and  the  nations  of  Eastern 
Europe. 
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EXPORT-IMPORT  BANK 


EXPORT-IMPORT  BANK  LOANS  TO  IMPROVE  BALANCE 

OF  PAYMENTS 

[H.R.  16162] 

[Public  Law  90-390,  approved  July  7,  1968] 

To  enable  the  Export-Import  Bank  of  the  United  States  to  approve  extension  of 
certain  loans,  guarantees,  and  insurance  in  connection  with  exports  from  the 
United  States  in  order  to  improve  the  balance  of  payments  and  foster  the  long¬ 
term  commercial  interests  of  the  United  States 

History  of  Legislation 

S.  3218  was  introduced  March  22,  1968,  by  Senator  Sparkman,  for 
himself  and  other  Senators.  Hearings  were  held  by  the  Senate  Com¬ 
mittee  on  Banking  and  Currency  on  April  5,  1968.  Senator  Muskie 
reported  the  bill  (without  amendments)  to  the  Senate  (S.  Rept.  1100) 
on  May  1,  1968.  S.  3218  was  indefinitely  postponed  by  the  Senate  on 
June  18,  1968. 

H.R.  16162,  a  companion  bill,  was  introduced  in  the  House  on 
March  25,  1968,  and  was  reported  by  the  House  Banking  and  Cur¬ 
rency  Committee  on  May  27,  1968  (H.  Rept.  1476).  H.R.  16162  was 
passed  by  the  House  June  12,  1968.  On  June  18,  1968,  H.R.  16162  was 
amended  and  passed  by  the  Senate.  The  House  concurred  in  the 
Senate  amendments  on  June  24,  1968.  H.R.  16162,  as  amended,  be¬ 
came  Public  Law  90-390  when  signed  by  the  President  on  July  7, 
1968. 

Digest  of  Statute 

Section  1(a) — Exports  to  help  Balance  of  Payments. — H.R.  16162 
authorizes  inclusion  in  the  Export-Import  Bank’s  loan,  guarantee  and 
insurance  eligibility  qualifications  those  transactions  which  offer  a 
sufficient  likelihood  of  repayment  of  loans  in  addition  to  those  coun¬ 
tries  giving  reasonable  assurance  of  repayment  as  provided  in  section 
2(b)(1)  of  the  Export-Import  Bank  Act  of  1945,  as  amended. 

Section  1  (b) — Program  to  use  $500  million  of  total  Bank  authoriza¬ 
tion. — Funds  authorized  under  H.R.  16162  would  be  charged  to  the 
total  Bank  authorization  of  $13,500  million  at  the  rate  of  100  percent 
on  direct  loans  by  the  Bank  and  25  percent  of  the  total  of  insured 
loans  and  25  percent  of  the  total  loans  guaranteed  by  the  Bank.  The 
outstanding  ceiling  of  Bank  funds  for  all  purposes  of  H.R.  16162  would 
be  $500  million. 

Section  1(c) — Quarterly  reports. — The  Board  of  Directors  of  the 
Bank  shall  make  quarterly  reports  on  the  new  loan  program  to  Con¬ 
gress,  beginning  with  the  calendar  quarter  ending  September  30,  1968. 
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Section  2 — Treasury  and  Bank  share  losses. — In  the  event  any  losses 
should  occur  in  the  operation  of  the  new  program,  this  section  provides 
that  the  first  $100  million  in  losses  shall  be  charged  against  the  Bank; 
the  second  $100  million  of  losses,  should  they  occur,  shall  be  borne  by 
the  Treasury  from  appropriations  authorized  by  this  act;  and  should 
there  by  further  losses  in  the  program,  all  shall  be  charged  to  the 
Bank.  This  section  assures  that  all  guarantees  and  insurance  applied 
to  loans  under  this  act  shall  be  considered  full  faith  and  credit  obliga¬ 
tions  of  the  Government  of  the  United  States. 

Section  3 — Treasury  authorization. — H.R.  16162  provides  in  this 
section  for  authorization  of  appropriations  to  meet  the  previously 
mentioned  loss  obligation  for  which  Treasury  would  be  responsible 
under  the  provisions  of  the  act. 

Section  J — Loan  terms  fixed  by  Bank  Board  unchanged. — This 
section  of  H.R.  16162  provides  that  the  same  Bank  loan  terms  es¬ 
tablished  by  the  Bank  Board  under  the  policy  provisions  of  the 
Export-Import  Bank  Act  of  1945,  as  amended,  shall  prevail  under 
this  act,  except  for  the  limitation  applied  under  section  1(b)  of  H.R. 
16162. 

Section  5 — Prohibits  arms  sales. — H.R.  16162  prohibits  Bank 
participation  under  this  act  in  the  financing  of  defense  articles  or 
defense  services. 

EXPORT-IMPORT  BANK  ACT  EXTENSION 

[S.  1155] 

[Public  Law  90-267,  approved  March  13,  1968] 

To  amend  the  Export-Import  Bank  Act  of  1945,  as  amended,  to  change  the 
name  of  the  Bank;  to  extend  for  5  years  the  period  within  which  the  Bank  is 
authorized  to  exercise  its  functions;  to  increase  the  Bank’s  lending  authority 
and  its  authority  to  issue,  against  fractional  reserves,  export  credit  insurance 
and  guarantees;  to  restrict  the  financing  by  the  Bank  of  certain  transactions; 
and  for  other  purposes 


History  of  Legislation 

S.  1155  was  introduced  by  Senator  Sparkman  on  March  2,  1967. 
Open  hearings  were  held  by  the  Senate  Banking  and  Currency  Com¬ 
mittee  on  May  16,  1967.  Executive  session  hearings  were  held  on 
July  25,  1967.  The  bill  was  reported  by  the  Senate  Banking  and 
Currency  Committee  on  August  4,  1967  (S.  Rept.  493). 

S.  1155  passed  the  Senate,  with  amendments,  on  August  11,  1967. 
H.R.  6649,  a  companion  bill,  was  reported  by  the  House  Banking 
and  Currency  Committee,  with  amendments,  on  May  11,  1967  (H. 
Rept.  256)  and  passed  the  House,  with  amendments,  February  7,  1968. 
The  House  asked  and  the  Senate  agreed  to  a  conference.  The  confer¬ 
ence  report  was  filed  on  S.  1155  February  21,  1968  (H.  Rept.  1103), 
and  House  agreed  to  report  February  21,  1968.  Senate  agreed  to 
conference  report  February  21,  1968.  House  agreed  to  report  Febru¬ 
ary  27,  1968.  The  bill  was  signed  by  the  President  on  March  1, 
1968,  becoming  Public  Law  90-267. 
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Digest  of  Statute 

Section  1 — Changes  name  of  Bank. — Public  Law  90-267  amends 
Export-Import  Bank  Act  of  1945,  as  amended,  to  make  the  name  of 
the  Bank,  Export-Import-  Bank  of  the  United  States. 

(b)  Establishes  congressional  economic  policy. — Creates  policy  that 
the  Bank  in  its  functions  should  encourage,  not  compete  with,  private 
capital;  continue  the  policy  of  “reasonable  assurance  of  repayment; 
Board  of  Directors,  in  carrying  out  purposes  of  the  Bank,  should  take 
into  consideration  possible  adverse  effects  on  the  U.S.  economy. 

(c)  Amends  section  2(b)  of  the  Export-Import  Bank  Act  of  1945,  as 
amended,  by  adding  to  section  2,  subsection  A,  prohibiting  the  Bank 
from  doing  business  in  connection  with  any  product  of  a  Communist 
country  (as  defined  in  Foreign  Assistance  Act  of  1961),  or  an y  agency 
or  national  thereof;  and  subsection  B,  prohibiting  Bank  participation 
in  the  leasing  or  purchasing  by  a  foreign  country,  or  agent,  or  national 
thereof,  if  the  product  involved,  in  the  knowledge  of  Bank  officials,  is 
to  be  used  in  any  Communist  country.  President  may  make  exception 
if  he  advises  Congress  it  would  be  in  the  best  interest  of  the  United 
States  to  make  such  exception. 

(3)  Prohibits  Bank  participation  in  transactions  where  the  Bank 
has  knowledge  that  the  transactions  would  involve  the  purchasing  of 
material  or  technical  data  by  a  foreign  country,  national  or  agent  of 
the  country,  which — 

(A)  Engages  in  armed  conflict  with  the  United  States;  or 

(B)  Furnishes  direct  governmental  action  (not  including 
chartering,  licensing,  or  sales  by  nonwholly  owned  business 
enterprises)  goods,  supplies,  military  assistance,  or  advisers  to  a 
nation  described  in  subparagraphs  (A)  or  (B). 

(4)  The  Bank  is  prohibited  from  participating  in  the  extension  of 
credit  directly  or  indirectly  with  any  sales  of  defense  articles  or  services 
to  any  country  designated  as  “less  developed”  under  the  Internal 
Revenue  Code  of  1954  (sec.  911)  for  tax  purposes.  An  exception  may 
be  made  by  the  President  upon  notice  to  Congress  it  would  be  in  the 
best  interests  of  the  United  States  to  do  so ;  the  President  shall  take  into 
consideration  arms  races  by  countries  not  menaced  by  the  Soviet 
Union  or  Red  China;  avoid"  arms  expenditures  by  countries  needing 
social  progress. 

(5)  The  act  provides  that  under  no  circumstances  shall  there  be 
outstanding  more  than  73 ^  percent  of  the  limitation  under  section  7 
of  the  Export-Import  Bank  Act  of  1945,  as  amended,  for  Bank 
participation  in  export  of  defense  articles  and  services  to  less-developed 
countries. 

(c)  Increases  from  $2  billion  to  $3,500  million  the  authorized  ceiling 
for  Bank  loan  guarantee  and  insurance  operations. 

(d)  Establishes  rate  for  advisory  board  compensation  to  make  the 
rate  equitable  with  rates  provided  in  the  general  schedule. 

(e)  Increases  overall  Bank  operations  ceiling  from  $9  billion  to 
$13,500  million. 

(f)  S.  1155  amends  section  8  of  the  Export-Import  Bank  Act  of 
1945  to  extend  the  act  5  years  to  June  30,  1973. 


MEDALS 


DARTMOUTH  COLLEGE  BICENTENNIAL  MEDALS 

[S.  3671] 

To  provide  for  the  striking  of  medals  in  commemoration  of  the  200th  anniversary 

of  the  founding  of  Dartmouth  College 

History  of  Legislation 

S.  3671  was  introduced  by  Senator  McIntyre  on  June  21,  1968.  It 
was  reported  by  the  Senate  Banking  and  Currency  Committee  on 
July  2,  1968  (S.  Rept.  1359).  It  passed  the  Senate  on  July  8,  1968. 
It  was  reported  by  the  House  Banking  and  Currency  Committee  on 
July  29,  1968  (H.  Rept.  1784). 

Digest  of  Bill 

S.  3671  authorizes  the  Secretary  of  the  Treasury  to  strike  and 
furnish  to  Dartmouth  College  not  more  than  25,000  medals  com¬ 
memorating  the  200th  anniversary  of  the  founding  of  Dartmouth 
College.  The  medals  will  be  furnished  at  no  cost  to  the  United  States. 
No  medals  may  be  manufactured  under  this  legislation  after  De¬ 
cember  31,  1970. 

MEDAL  COMMEMORATING  100TH  ANNIVERSARY  OF  COM¬ 
PLETION  OF  FIRST  TRANSCONTINENTAL  RAILROAD 

[S.  1909] 

[Public  Law  90-303,  approved  May  10,  1968] 

To  provide  for  the  striking  of  medals  in  commemoration  of  the  100th  anniversary 
of  the  completion  of  the  first  transcontinental  railroad 

History  of  Legislation 

S.  1909  was  introduced  by  Senator  Moss  on  June  6,  1967.  It  was 
reported  to  the  Senate  by  Senator  Sparkman  on  July  18,  1967  (S.  Rept. 
404).  The  bill  was  passed  by  the  Senate  on  July  21,  1967.  It  was  re¬ 
ferred  to  the  House  Banking  and  Currency  Committee  on  July  24, 
1967. It  was  reported  by  the  House  Banking  and  Currency  Committee 
on  April  30,  1968  (H.  Rept.  1341).  It  passed  the  House  on  May  6, 
1968,  amended.  On  May  8,  1968,  the  Senate  concurred  with  the  House 
Amendment.  It  was  approved  on  May  10,  1968,  becoming  Public  Law 
90-303. 
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Digest  of  Bill 

S.  1909  would  provide  for  the  striking  of  not  more  than  500,000 
medals  to  commemorate  the  100th  anniversary  of  the  driving  of  the 
golden  spike  at  Promontory,  Box  Elder  County,  Utah,  on  May  10, 
1869,  upon  completion  of  the  first  transcontinental  railroad. 

The  bill  provides  that  the  Secretary  of  the  Treasury  shall  strike 
and  furnish  the  medals  to  the  National  Golden  Spike  Society.  The 
medals  shall  bear  suitable  emblems,  devices,  and  inscriptions  to  be 
determined  by  the  Utah  Golden  Spike  Centennial  Commission,  subject 
to  the  approval  of  the  Secretary  of  the  Treasury. 

The  medals  shall  be  made  and  delivered  at  such  time  as  may  be 
required  by  the  National  Golden  Spike  Society  in  quantities  of  not 
less  than  2,000.  No  medal  shall  be  made  after  December  31,  1969. 
The  medals  would  be  struck  at  no  cost  to  the  United  States. 


WALT  DISNEY  GOLD  MEDAL 

[S.J.  Res.  93;  H.J.  Res.  1234] 

[Public  Law  90-316,  approved  May  24,  1968] 

To  provide  for  the  issuance  of  a  gold  medal  to  the  widow  of  the  late  Walt  Disney 
and  for  the  issuance  of  bronze  medals  to  the  California  Institute  of  Arts  in 
recognition  of  the  distinguished  public  service  and  the  outstanding  contributions 
of  Walt  Disney  to  the  United  States  and  to  the  world 

History  of  Legislation 

Senate  Joint  Resolution  93  was  introduced  by  Senator  Murphy,  for 
himself  and  other  Senators,  on  June  20,  1967.  The  resolution  was 
reported  by  Senator  Sparkman  with  an  amendment  on  August  25, 
1967  (S.  Kept.  541).  The  bill  was  passed  by  the  Senate  on  August  29, 

1967.  It  was  referred  to  the  House  Banking  and  Currency  Committee 
on  August  30,  1967.  House  Joint  Resolution  1234,  a  companion  bill, 
was  introduced  in  the  House  by  Congressman  Del  Clawson,  for  him¬ 
self  and  other  Congressmen,  on  April  23,  1968.  House  Joint  Resolution 
1234  was  reported  by  the  House  on  April  30,  1968  (H.  Rept.  1342). 
It  passed  the  House  on  May  6,  1968,  and  passed  the  Senate  on  May  8, 

1968.  It  was  approved  by  the  President  on  May  24,  1968,  becoming 
Public  Law  90-316. 

Digest  of  Statute 

The  joint  resolution  would  authorize  the  President  to  present  a 
gold  medal  to  the  widow  of  Walt  Disney  in  the  name  of  the  people 
of  the  United  States  and  the  Congress.  The  gold  medal’s  emblems, 
devices,  and  inscriptions  are  to  be  determined  by  the  Walt  Disney 
Productions  with  the  approval  of  the  Secretary  of  the  Treasury.  The 
gold  medal  will  be  struck  and  furnished  to  the  President.  All  costs  will 
be  borne  by  the  California  Institute  of  the  Arts. 

The  joint  resolution  also  directs  the  Secretary  of  the  Treasury  to 
strike  and  furnish  to  the  California  Institute  of  the  Arts  not  more 
than  100,000  duplicate  copies  of  the  medal  in  bronze.  These  medals 
will  be  considered  national  medals  within  the  meaning  of  section  3551 
of  the  Revised  Statutes.  The  duplicate  medals  will  be  struck  at  no 
cost  to  the  United  States. 
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MEMPHIS  SESQUICENTENNIAL  MEDALS 

[S.  3531] 

To  provide  for  the  striking  of  medals  in  commemoration  of  the 

150th  anniversary  of  the  founding  of  the  city  of  Memphis. 

History  of  Legislation 

S.  3531  was  introduced  by  Senator  Baker  and  Senator  Gore  on 
May  22,  1968.  It  was  reported  to  the  Senate  by  Senator  Sparkman  on 
October  8,  1968  (S.  Rept.  1615).  The  bill  was  passed  by  the  Senate 
on  October  10,  1968.  A  similar  bill  was  introduced  in  the  House  of 
Representatives  (H.R.  17361).  This  bill  was  reported  to  the  House 
(H.  Rept.  1783)  by  Mr.  Patman  on  July  23,  1968.  It  passed  the 
House  on  September  16,  1968. 

Digest  of  Bill 

S.  3531  would  provide  for  the  striking  of  not  more  than  100,000 
medals  to  commemorate  the  150th  anniversary  of  the  founding  of 
the  city  of  Memphis. 

The  bill  provides  that  the  Secretary  of  the  Treasury  shall  strike 
and  furnish  the  medals  to  the  Memphis  Sesquicentennial  Corp.  The 
medals  shall  bear  suitable  emblems,  devices,  and  inscriptions  to  be 
determined  by  the  Memphis  Sesquicentennial  Corp.,  subject  to  the 
approval  of  the  Secretary  of  the  Treasury.  No  medal  shall  be  struck 
after  December  31,  1969,  and  the  medals  would  be  struck  at  no  cost 
to  the  United  States. 


COMMITTEE  PUBLICATIONS,1  90TH  CONGRESS,  SECOND  SESSION,  1968 


Title 


Bill  No.  Kind  of  publication  Date 


Banking: 

Bank  Protection  Act  of  1968.. . S.  3001 . .  Hearing 

Federal  Credit  Union  Act  Amendments . .  S.  3002,  S.  3214,  and . do. 

S.  3395. 

Financial  Institutions  and  the  Urban  Crisis . . do. 


Michigan  National  Bank  Branch  Offices _ S.  356. . . 

Purchase  of  Treasury  Securities  and  Interest  S.  2923  and  S.  3133 
on  Savings  Deposits. 

Savings  and  Loan  Receiverships. . .  S.  3436 . . 

Consumer  credit: 

Consumer  Credit  and  the  Poor2 _ _ 

Bank  Credit-Card  and  Credit-Check  Plans . 

Defense  production: 


Amendments  to  the  Defense  Production  Act*.  S.  3097 . . . 

Joint  Committee  on  Defense  Production,  17th  . 

Annual  Report.* 

Export-Import  Bank:  Extend  Authority  of  Export-  S.  3218 . 

Import  Bank  in  Order  To  Improve  the  Balance 
of  Payments. 

Gold:  Gold  Cover. . S.  1307,  S.  2815, 

and  S.  2857. 

Housing  and  Urban  Development: 

Effect  of  Railroad  Mergers  on  Commuter . 

Transportation. 

Housing  and  Urban  Development  Legislation  S.  3497 . 

of  1968,  Pts.  1  and  2. 

International  Finance:  East-West  Trade . S.J.  Res.  169 . 

(Parts  1,  2,  and  3). 

Nominations: 

Cohen,  Manuel  F.,  Securities  and  Exchange . 

Commission. 

Lapin,  Raymond  H.,  Federal  National  Mort- . 

gage  Association. 

Peck,  Merton,  J.,  Council  of  Economic  Ad-  . . . 

visers. 

Samuels,  Howard  J.,  Small  Business  Ad-  . . . 

ministration. 

Sherrill,  William  W.,  Federal  Reserve  System  . . 

Sitton,  Paul  L.,  Urban  Mass  Transportation  . 

Administration. 

Smith,  Warren  L.,  Council  of  Economic  Ad- . . 

visers. 

Sprague,  Irvine  H.,  Federal  Deposit  Insurance _ _ 

Corporation. 

Securities:  Securities  Exchange  Act  Amendments..  S.  1299  and  S.  J.  Res. 

160. 

Special  reports: 

Congress  and  American  Housing,  1892-1967 . 

Summary  of  Activities,  1968 . . 


_ do _ 

_ do . 

_ do . 

_ do . 

_ do . 

_ do _ 

H.  Rept.  1052 

Hearing . 


do 


do 

do 

do 


Hearing 

_ do. 

_ do. 

_ do. 

_ do. 

_ do. 

_ do. 

_ do. 

_ do. 


Committee  print. 
_ do . 


Apr.  1  and  2. 

May  24. 

Sept.  30  and  Oct.  1, 
2,  3,  and  4. 

Mar.  25. 

Apr.  3. 

May  20. 

Apr.  19. 

Oct  9  and  10. 

June  18. 

January. 

Apr.  5. 


Jan.  30,  31,  and  Feb.  1. 


Mar.  26,  27,  and  28. 


Mar.  5-22. 


June  4,  13,  and  27; 
July  17,  24,  and  25. 

May  16. 

Aug.  2. 

Feb.  5. 

July  16. 

Jan.  22. 

Sept.  11. 

June  11. 

July  23. 

May  16. 


February. 

November. 


1  Copies  of  hearings  and  committee  prints  may  be  obtained,  except  as  indicated,  from  the  Senate  Committee  on  Banking 
and  Currency,  room  5300,  Senate  Office  Building,  Washington,  D.C.,  20510,  until  the  supply  is  exhausted. 

2  Supply  exhausted. 

*  Available  from  Joint  Committee  on  Defense  Production,  room  459,  Senate  Office  Building,  Washington,  D.C.  20510, 
until  the  supply  is  exhausted. 
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ADDITIONAL  PUBLICATIONS  FROM  PAST  SESSIONS  OF  CONGRESS 
STILL  AVAILABLE  FROM  THE  COMMITTEE 1 

90TH  CONG.,  1ST  SESS.  (1967) 

Title  Bill  No.  Kind  of  publication  Date 


Banking: 


Savings  and  Loan  Holding  Companies _ 

S.  1542 . 

Hearing . 

. June 

5,  6,  and  7. 

Prohibition  on  Use  of  Financial  Institutions 

H.R.  10595 . . 

_ do . 

. Aug. 

18. 

as  Lottery  Agencies. 

Bank  Underwriting  of  Revenue  Bonds _ 

S.  1306 . . 

_ do. . 

. Aug. 

28,  29,  and 

Credit  Union  Bills... . . . . 

S.  1084  and  S.  1085... 

_ do . 

_ July 

11. 

Revolving  Credit  Provisions  of  Truth  in  Lend- 

S.  5.. . . . 

_ do . 

. June 

23. 

in§. 

Miscellaneous  Banking  and  Credit  Union 

S.  714,  S.  965,  and  . 

_ do . 

. Mar. 

14. 

Bills. 

S.  966. 

Export-Import  Bank  Act  Amendments  of  1967 _ 

S.  1155 . 

_ do _ 

. .  May 

16. 

Export-Import  Bank  Participation  and  Financing _ do .  Executive  meeting...  July  25. 

in  Credit  Sales  of  Defense  Articles. 

National  Flood  Insurance  Act  of  1967 . S.  1290,  S.  1797,  and  Hearing. . June  26,  27,  and  28. 

S.  1985. 

Housing: 

Housing  Legislation  of  1967  (pts.  1  and  2) _ S.  2700 . do . July  17,  18,  19,  20,  21, 

24,  25,  26,  27,  and 
28;  Aug.  7. 

S.  1358,  S.  2114,  do . Aug.  21,  22,  and  23. 

and  S.  2280. 
and  S.  2280. 

. do . June  12,  26,  27,  and 

28. 


Fair  Housing  Act  of  1967 
Mortgage  Credit . . 


Mint  legislation: 

Mint  Marks.. . S.  1008 

Mint  Operating  Fund . S.  1156 

Silver  certificates... . S.  1352 

Small  business: 

Small  Business  Amendments  of  1967. . S.  1862. 

Small  Business  Crime  Insurance. . S.  1484. 

Defense  Production  Act: 

Progress  Report  46  2 . . . . . 

Progress  Report  47 2 . . . . . 

Progress  Report  48 2 . . 

Progress  Report  49 2 . . . . 


Defense  Production,  16th  Annual  Report 2 . 

(Joint  Committee  on  Defense  Production). 

Special  reports: 

Federal  Credit  Programs . 

Mortgage  Discounts . . . . 

Investment  Company  Amendments  of  1967...  S.  1695 

Progress  Report  on  Federal  Housing  Programs _ 

A  Study  of  Mortgage  Credit . . . . . . 

Rehabilitation  Programs . . . 

Summary  of  activities  (90th  Cong.,  1st  sess.)_ . . 


_ do... 

_ do... 

_ do... 

_ do... 

_ do... 

_ do... 

_ do... 

_ do... 

_ do... 

H.  Rept.  1 


Committee  print 

_ do . 

_ do . 

_ do... . 

_ do . 

_ do . 

_ do _ 


May  2. 

Do. 

May  4. 

June  1. 

Sept.  13  and 

June  16. 
June  19. 
June  23. 
June  24. 

Jan.  12. 


Jan.  21. 

Feb.  12. 

May  1. 

May  9. 

May  22. 
August. 
January  1958. 


89TH  CONG.,  2D  SESS.  (1966) 


Banking: 

Amend  the  Bank  Holding  Company  Act  of 
1956: 

Pt.  1 . . ls.  2353  s  241g( 

pt  2  j  and  H.R.  7371. 

Collective  investment  Funds _ S.  2704 . 

Financial  Institutions  Supervisory  Act  of  S.  3158 . 

1966. 


Hearing 


.do. 

.do. 


Michigan  National  Bank  Branch  Offices _ S.  308 . . 

Participation  Sales  Act  of  1966 .  H.R.  14544  and 

S.  3283. 

Savings  and  loans: 

Interest  Rates  and  Mortgage  Credit. . S.  3687,  S.  3627, 

and  S.  3529. 

Regulation  of  Maximum  Rates  of  Interest  S.  3687  and  H.R. 
Paid  on  Savings.  14026. 


See  footnotes  at  end  of  table,  p.  169. 


do 

do 


do 

do 


[Mar.  16,  17,  22,  23,  24, 
29,  30,  and  31. 

[May  2,  3,  and  4. 

Mar.  8,  10,  and  11. 

Apr.  4,  5,  7,  12,  and 
14;  May  17,  18, land 
19. 

Aug.  17. 

Apr.  26  and  28. 


Aug.  4. 
Sept.  13. 


(168) 
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89th  CONG.,  2D  SESS.  (1966)— Continued 


Title 


Bill  No.  Kind  of  publication  Date 


Interstate  Land  Sales  Full  Disclosure  Act . S.  2672 . Hearing . 

Small  Business: 

Assistance  to  Kansas  Areas  Damaged  by  S.  3493. . ...do . 

Tornadoes. 

Establish  Separate  SBA  Revolving  Funds . S.  2729. . do . 

Small  Business  Investment  Act  Amendments  S.  3695. . do . 

of  1966. 

Small  Business  Investment  Company  Pro- . . . . do . 

gram. 

Special  reports: 

Amendments  to  the  Bank  Holding  Company . . . Committee  print 

Act,  List  of  Companies  and  of  Organizations 
Covered  by  S.  2353. 

Insurance  and  Other  Programs  for  Financial  . do . 

Assistance  to  Flood  Victims.^ 

Summary  of  Activities  (89th  Cong.,  2d  sess.) . . do _ 

Programs  of  Small  Business  Displacement  . . . . . do . 

Under  Programs  of  Public  Improvement 
(Report  of  the  Attorney  General  pursuant  to 
sec.  10(c)  of  the  Small  Business  Act  of  1958 
as  amended). 


June  21  and  22; 
Aug.  18. 

June  20. 

Jan.  25  and  26. 

Aug.  24  and  25. 

July  15,  19,  and  29. 


February. 


September. 

December. 
Dec.  15. 


89TH  CONG.,  1ST  SESS.  (1965) 


Bank  Merger  Act  of  1960  Amendments _ S.  1698.. . Hearing _  May  19,  20,  21,  and  27. 

Disaster  Victims:  Additional  Assistance . . S.  1796 _ do . . Apr.  27. 

Export  Control  Act  of  1949:  Extension  and  amend-  H.R.  7105,  S.  1896 . .do. . .  June  16. 

ment  (Walnut  Logs). 

SEC  Registration  Fees . . .  S.  1707 . .do. . .  Sept.  22. 

SBA  Authorization  Fund  Income. . . H.R.  7847.. . ...do. . June  18. 

Small  Business  Act:  Report  on  Administrative _ Committee  print .  November. 

Debarments  of  Contractors. 

Summary  of  Activities  (89th  Cong.,  1st  sess.) .  . . . . .do . December. 


88TH  CONG.,  2D  SESS.  (1964) 


Federal  Credit  Unions _ _ _ 

FHA  Mortgage  Foreclosures _ 

Michigan  National  Bank  Branch  Offices 
National  Bank  Loans  on  Forest  Tracts.. 
National  Bank  Real  Estate  Loans . 


S.  2161,  H.R.  8459...  Hearing . Mar.  4  and  10. 

. . do . Jan.  27  and  28. 

S.  2883 _ ...do _ Aug.  7. 

S.  2259,  H.R.  8230 _ do . Mar.  4  and  10. 

S.  2576 _ do .  Do. 


88TH  CONG.,  1ST  SESS.  (1963) 


Conflict  of  Interest  Problems  in  SBIC’s. . 

Federal  Banking  Laws  and  Reports,  1780-1912... 
Government  Guarantees  of  Credit  to  Communist 
Countries. 

HHFA  and  VA  Housing  Legislation . 

Housing  for  Domestic  Farm  Labor . . . 

Housing  for  the  Elderly _ _ _ _ _ 

SEC  Legislation,  1963.. . . 


S.  298 


S.  2310 . . 

SJ.  Res.  129,  S.  484, 
and  S.  1675. 

S  981 

s!  1170~SJ.  Res'll 8, 
and  H.J.  Res.  724. 
S.  1642 . . 


Hearing  . 

..  Sept.  5. 

Committee  print... 

..  Mar.  15. 

Hearing... . 

..  Nov.  20-22. 

_ do _ 

..  Nov.  12. 

_ do _ 

..  Oct.  15. 

_ do. . . 

..  Oct.  2-4. 

_ do . 

..  June  18-25. 

1  Copies  of  hearings  and  committee  prints  may  be  obtained,  except  as  indicated,  from  the  Senate  Committee  on 
Banking  and  Currency,  room  5300,  Senate  Office  Building,  Washington,  D.C.  20510,  until  the  supply  is  exhausted. 

2  Available  from  Joint  Committee  on  Defense  Production,  room  459,  Senate  Office  Building,  Washington,  D.C.  20510. 

3  Also  available  from  the  Superintendent  of  Documents,  U.S.  Government  Printing  Office,  Washington,  D.C.  20402. 
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